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FOREWORD 


In April 1975 the Royal Commission on Corporate Concentration 
was appointed to "inquire into, report upon, and make 
recommendations concerning: 


(a) the nature and role of major concentrations of 
corporate power in Canada; 


(b) the economic and social implications for the public 
interest of such concentrations; and 


(c) whether safeguards exist or may be required to protect 
the public interest in the presence of such 
concentrations." 


To gather informed opinion, the Commission invited briefs 
from interested persons and organizations and held hearings 
across Canada beginning in November 1975. In addition, the 
Commission organized a number of research projects relevant 
to its inquiry. One such project resulted in a series of studies, 
of which this is one, dealing with the growth of large and 
diversified corporations in Canada. The series was coordinated 
by Charles B. Loewen of Loewen, Ondaatje, McCutcheon & Co. Ltd., 
an investment firm in Toronto. 


This study on THE MOLSON COMPANIES LIMITED was prepared 
DyeMiciel G, rerrecult, 6.Conmm., CrAs, MiB. As, C.F.AS, who 
is associated with Alfred Bunting & Co., Limited. In addition 
to his impressive academic background and professional 
qualifications, Mr. Perreault has been in the field of security 
analysis for the past six years, specializing in consumer- 
related industries, including brewing. 


The Commission is publishing this and other background 
studies in the public interest. However, the analyses presented 
and conclusions reached in each study are those of the author, 
and do not necessarily reflect the views of the Commission or 
mes start. 


Note: This report has been translated from the original French. 
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INTRODUCTION 


The Molson Companies Limited (Molson) is composed of a number 
of Canadian firms and foreign businesses operating in Canada, the 
United States, England and New Zealand. Most of the business is 
Carried on in Canada, and foreign operations made up only about 
2.7% of last year's total consolidated sales. In 1970, an 
estimated 12.1% of sales were made outside the country. Basically, 
beer is the only product that Molson exports from Canada. All 
other sales abroad are of goods that are also manufactured outside 
the country. 


In order to emphasize the importance of Molson's role within 
the Canadian economy, we could point out that its total consolidated 
sales, amounting to $740.3 million in 1975, make up one-half of 12 
of the national expenditure. We might also add that the July 1975 
issue of Canadian Business ranked The Molson Companies Limited 26th 
among the 200 largest Canadian companies (other than retail stores 
and financial institutions) in terms of sales. According to the 
same article, only 29 corporations employ more people than Molson. 


During 1975 The Molson Companies Limited paid the federal and 
provincial governments $126.7 million in excise taxes on beer sales 
for that year, and since 1967 some $187 million has been spent 
acquiring or modernizing fixed assets, including $45 million in 
connection with the assets of new businesses acquired. The number 
of employees rose from 2,553 in 1966 to 11,211 in 1975, an increase 
of 17.7% a year, and we estimate that the two main acquisitions 
(Beaver Lumber and Anthes Imperial) alone swelled the ranks of 
employees by some 5,700; this means that the total of new employees 
taken on from other sources was approximately 2,950. 


The Molson Companies Limited is a corporation with operations 
in four main sectors of activity. We consider Molson--involved as 
it is in various diversified, contrasting and sometimes totally 
unrelated industries ranging from brewing to business forms and 
stationery, and from retail merchandising to the manufacture and 
distribution of gasoline pumps--to be an important Canadian 
economic entity whose definition corresponds with the terms used 
by the Royal Commission on Corporate Concentration to define 
"conglomerate". 


The Molson Companies Limited is first and foremost an operating 
company, as we shall see later, but it is also a holding company 
in that it derives part of its income from the dividends of 
subsidiary and affiliated companies, and it is also a "conglomerate" 
since the activities of the corporate units that make up this entity 
called "The Molson Companies Limited" relate to a group of different 
industries. 


As an indication of the identity crisis with which the 
company has had to cope in the past, The Molson Companies Limited 
was defined as "a consumer-goods business with the emphasis 
primarily on brewing, retail merchandising and distribution" by 
Mr. J.T. Black, then Executive Vice President of the company, 
speaking before the Vancouver Society of Financial Analysts on 
March 15, 1973.;, Today, -thusmaidenti£ication problem 1sisti meno 
entirely resolved, for the directors have made no move since 
that time to delimit and thereby clearly define the real activities 
of Molson. The Molson Companies Limited will undoubtedly be 
different a few years from now, just as it no longer resembles 
today what it was ten years ago. 


1. CORPORATE STRUCTURE 


As can be clearly seen from the table in Appendix 1 outlining 
its operational structure in simplified form, Molson's operations 
fall into four main sectors: the Brewing Group, the Retail 
Merchandising Group, the Commercial Products and Services Group 
and the Petroleum Marketing Equipment Division. Each of these 
sectors includes a number of corporations involved in the 
activity described by the name of the Group or Division. The 
chart on page 56 (Appendix 2) sets out the corporate legal structure 
of Molson. 


Within the Brewing Group, there are a number of subsidiaries 
whose names indicate the way in which Molson's operations are 
divided up according to the various Canadian and foreign regions 
in which the company is active. Thus, we find Molson's Brewery 
Quebec Limited, whose activities are centered in Quebec, and 
Molson's Western Breweries Limited, under which there are four 
other distinct Divisions or Regions--British Columbia, Alberta, 
Saskatchewan and Manitoba. We should note that all assets 
connected with the brewing operations are the property of the 
parent company, that is, The Molson Companies Limited, and that 
the sales and profits of the Brewing Group are also accounted for 
in the books of the parent company. Therefore, in view of the 
operations of the Brewing Group of the corporation, which is 
commonly referred to as The Molson Companies Limited, it is 
correct to consider this company an operating company, since it 
is itself involved in producing and distributing beer. The 
reader will no doubt wonder about the reason for the existence 
of these various subsidiaries forming the Brewing Group and owned 
by The Molson Companies Limited, since their assets and profits 
belong to the parent company. The reason is that provincial 
laws require all brewing firms operating in a province to be 
incorporated within the jurisdiction of that province in order 
to obtain a licence. Since we know that, according to the 
Canadian Income Tax Act, all companies must file their own annual 
tax returns, the fact that the annual return filed for the company 
by The Molson Companies Limited covers all the profits from the 
Brewing Group is a clear indication that The Molson Companies 
Limited is an operating company. 


In the Retail Merchandising Group, unlike the situation in 
the Brewing Group, the assets and profits of Beaver Lumber Company 
Limited, the largest subsidiary in the Group, are the exclusive 
property of Beaver itself. This deliberate distinction on the 
part of the Molson directors can be attributed to the fact that 
the parent company is anxious to identify and bring to light 
the vast amounts of capital spent to establish the company's new 
concept of "Le Castor Bricoleur" or the "Home Improvement Centre" 
Pormty ein Canada. In tact, in 1975 Molson Subscribed $55 million 
in share capital to shore up the working capital and provide for 
the future development of this subsidiary. 


Secondly, it is important to remember that Beaver Lumber and 
all other retail merchandising firms have a special way of financ- 
ing their expansion and growth. Indeed, it is a common practice 
in this industry to rent necessary store space rather than to buy 
it, Since this method of financing imposes less of a burden on 
the company with respect to outside financing. The financial 
world is readier to agree to a long-term financing arrangement 
with a higher proportion of indebtedness or to capitalization of 
long-term leases (leverage) for a company involved in retail 
merchandising than it is for manufacturing firms. Thus, by keeping 
Beaver Lumber a distinct entity within the Group, with its own 
assets that may be used eventually as collateral for loans, such 
financing methods will not involve the assets of the other 
operational Groups of The Molson Companies Limited. 


We should point out that all financing arranged since the 
acquisition of Beaver Lumber in 1971 has been obtained by The 
Molson Companies Limited and that Beaver Lumber will not be able 
to take out its own loans until it has reached a satisfactory 
level of profitability. For the foregoing reasons, and because 
The Molson Companies Limited holds the shares in Beaver Lumber, 
this type of relationship between the two entities leads us to 
believe that The Molson Companies Limited is a holding company 
as far as this area of operations is concerned. 


In our opinion, there is a difference between a true holding 
company and The Molson Companies Limited, which we consider to be 
both an operating company with respect to its brewing operations 
and a holding company with respect to its investment in the 
shares in Beaver Lumber, its main subsidiary. 


A true holding company, such as Argus Corporation or Power 
Corporation, is a business whose main assets consist strictly 
of shares in companies of all sorts, either related or unrelated; 
such a corporation's main investment consideration is solely the 
expected return on its investment. The income of a holding 
company like Argus Corporation will, therefore, come from dividends, 
which sometimes represent a large portion of the profits of its 
subsidiary. (For example, for the fiscal year ended March 31, 
1975, Standard Broadcasting Corporation Limited, 48% of whose 
shares are held by Argus Corporation, earned $0.58 per share 
while it paid dividends of $0.50 per share--a very impressive 
distribution proportion of 88%). The money from these dividends 
will be used to carry out an adequate diversification program 
among the companies in its portfolio. 


Thus, The Molson Companies Limited is much the same as a 
holding company as far as its Retail Merchandising Group is 
concerned, but to a lesser degree than Argus Corporation since 
its purpose is to take advantage of the greater flexibility in 
this sector with its special method of financing. 


Another point to be raised relates to Molson's administrative 
philosophy with respect to its Groups. (We shall deal with this 
subject later under a special heading.) The concept put into 
practice consists of managing the Groups in the same way, regard- 
less of whether they are operational within*the parent company 
or whether they are operational indirectly through a parent- 
subsidiary relationship. Major procedures set down by the 
directors are the same from one Group to another: for example, 
the detailed interpretation of and the instructions to be followed 
with regard to the anti-inflation program introduced on October 
14, 1975 by the Federal Government. The Divisions also follow a 
predetermined procedure in drawing up their budgets. 


We have indicated that it is mainly for reasons of financing 
that The Molson Companies Limited has adopted the holding company 
formula with respect to its Retail Merchandising Group. Although 
the bank has granted a credit margin directly to Beaver Lumber 
for a number of years now, Molson intends that Beaver Lumber will 
finance its expansion and development autonomously only when its 
profit-earning capacity is satisfactory. Until then, the financial 
markets will not agree to an issue of Beaver Lumber shares without 
financial backing and guarantees from the parent company. 


As far as foreign operations are concerned, Molson follows 
the common practice of setting up at least one company for each 
country in which it does business, rather than using the branch 
formula. 


In short, the economic entity constituted by The Molson 
Companies Limited is made up of a Brewing Group whose assets 
belong to the parent company, a Retail Merchandising Group whose 
assets and operations are part of the subsidiary Beaver Lumber, 
and another Group and a Division operating the same way as the 
Retail Merchandising Group with their operations concentrated in 
two other wholly owned subsidiaries--Anthes Imperial and Vilas 
Furniture. Thus, Willson Office Specialty, as well as Vilas 
Industries and Anthes Imperial, are held directly by The Molson 
Companies Limited, while other companies in the Commercial Products 
and Services Group and in the Petroleum Marketing Equipment 
Division are held by Anthes Imperial. Some of the assets of 
these subsidiaries are part of the parent company, The Molson 
Companies Limited, and these subsidiaries are companies without 
assets. 


Det L Oo LORY 


Molson was not incorporated under Canadian law until December 
4, 1930, under the name Molson's Brewery Limited, although the 
brewing business had existed since 1786 when it was founded by 
John Molson. Molson is thus one of the oldest commercial under- 
takings on the North American continent. Since 1930, its corporate 
name has undergone a series of changes in order to describe in a 
satisfactory way the increasingly diversified nature of the firm. 
From the original name of Molson's Brewery Limited, the name was 
changed to Molson Breweries Limited in 1962, and in 1965 the 
French name Les Brasseries Molson Limitée was authorized. In 
1968 the company's name was changed again, this time to Molson 
Industries Limited--Les Industries Molson Limitée--in order to 
better describe the diversification that had just taken place in 
the company's operations, with the first acquisition outside the 
brewing sector. One last name change took place on July 16, 1973, 
to The Molson Companies Limited or the French equivalent Les 
Compagnies Molson Limitée following the 1972 acquisition of 
Beaver Lumber Company Limited, which went a great way toward 
strengthening Molson's operations in the retail merchandising 
field. 


In studying Molson's history, we should distinguish two eras 
that characterize the development and rise of this firm. The 
first period, from the beginning of its operations to 1967, was 
marked by the company's efforts to establish itself firmly in 
the Canadian market as a producer and distributor of beer. Thus, 
the few acquisitions and attempts at acquisitions made before 
1967 related only to brewing firms, both in Canada and abroad, 
and helped to make Molson a national business operating in all the 
provinces of Canada with a relatively small percentage of its sales 
directed outside the country. 


Until 1955, Molson's brewing operations were limited to 
Montreal, but in that year a new brewery was established in 
Toronto. In. 1958. Molson: acquired control (it now holdsvall= tie 
shares) of Sicks' Breweries Limited, now Molson's Western Breweries 
Limited, which runs breweries in British Columbia, Alberta and 
Saskatchewan. In 1960, Sicks' Breweries Limited bought up all 
the shares in Fort Garry Brewery Limited at Winnipeg, Manitoba. 

Two years later Molson acquired all the shares in Newfoundland 
Brewery Limited. 


Since 1955, Molson, whose single brewery in Montreal used to 
have an annual capacity of 1,500,000 barrels, has expanded its 
operations so that it now runs ten breweries in seven provinces, 
with a total capacity of 6,930,000 barrels per year. The 
company's share of the Canadian beer market has made steady 
gains, rising from 17% in 1955 to 29% in 1967, and now stands 
at approximately 34%. 


In addition, directly and through a subsidiary, Molson 
holds 48% of the shares in the Rainier Companies Inc., which 
operates a brewery in Seattle, Washington, with a capacity of 
over 1 million American gallons a year. 


The second stage began, as we have mentioned, in 1967 with 
the purchase of Vilas Industries. This period is characterized 
by the directors' efforts to use the financial resources from 
the brewing operations in other areas of activity in order to 
improve the profit-making capacity of the company's capital and 
to speed up its future growth rate. 


For the purposes of the Royal Commission on Corporate 
Concentration, this stage takes on a more particular significance, 
for it was during this period that a number of the acquisitions 
were made that made The Molson Companies Limited a conglomerate. 
The main acquisitions since 1967--that is, during this second 
era in Molson's history--have been the following:* 


1967: The acquisition of Vilas Furniture, a small home- 
furniture factory in Cowansville, Quebec, was the company's first 
move toward extending its activities outside the brewing industry. 


1968: Anthes Imperial was acquired in order to obtain and 
take advantage of the management expertise of this company, which 
had succeeded in bringing together and integrating a number of 
businesses very efficiently. Anthes also had a great deal of 
experience in managing different types of businesses, which 
Molson wanted. 


1970: Midwest Storage, a private business operating in 
Quebec, provides warehousing services for a number of companies 
and for government. Molson acquired all the shares in this 
company for $1,834,750. 


1971: Aikenhead Hardware, a Toronto-area company, runs a 
number of stores selling supplies and hardware to industries and 
contractors. All the shares were acquired from the Aikenhead 
family for $3,070,420, and this purchase was Molson's first move 
into the retail merchandising field. 


1971: Beaver Lumber operated a chain of approximately 270 
building-supply stores in western Canada. Toward the end of 1971, 
Molson acquired this company for a total consideration valued at 
$57.8 million--that is, $20 plus four Molson's Class A shares 
for five Beaver common shares or Class A shares. This acquisition 


* - The table in Appendix 3 outlines the highlights of 
acquisitions and divestments since 1965. 


gave definite form to the company's resolve to take an active 

and important part in the retail merchandising sector. As a result 
of the takeover, Molson's annualized sales rose by $105.3 million 
and its profits increased by $3.8 million; for the fiscal year 
ended March 31, 1973 (the first full year after the takeover), 
these figures amounted respectively to 20.2% and 18.2% of the 
consolidated sales and profits of the whole company. 


1972: Another company, Willson Office Specialty Limited, 
was acquired sometime after Beaver Lumber was taken over by Molson. 
This company, purchased at a cost of $2,980,000, now forms part 
of the Commercial Products and Services Group. It distributes 
and retails office furniture, supplies and accessories, as well 
as providing office planning services. Willson products, which 
are manufactured in Ontario, are distributed through 38 stores, 
15 distribution centres and 14 branches. 


1974: On August 1, 1974, through Molson's Brewery (Ontario) 
Limited, Molson acquired the assets of Formosa Spring Brewery from 
Benson and Hedges, a subsidiary of the American company Philip 
Morris Inc. The plant was purchased for approximately $27,764,000, 
and Molson's objective at the time was to increase its brewing 
Capacity. The Toronto brewery could not be enlarged easily, and 
the directors were convinced that it would have cost a great 
deal more to build a new brewery with the same capacity. 


1975: On November 6, Beaver Lumber Company Limited, a 
subsidiary of The Molson Companies Limited, signed an agreement 
with C.B.S. Lumber and Building Supplies (Quebec) Inc. in 
connection with Beaver Lumber's acquisition of long-term leases 
for the buildings and land as well as the inventories and fixtures 
of two stores in Montreal and one in Quebec City. The cost of 
acquiring these assets is not known. 


This acquisition enabled The Molson Companies Limited to 
establish itself firmly as a retailer in Quebec, one of its 
objectives since the takeover of Beaver Lumber. To be more 
precise, the store located in the Place des Quatre-Bourgeois 
Shopping Centre in Quebec City gives Beaver Lumber instant 
access to this large urban market, and Molson intends to make 
it into a "Le Castor Bricoleur" store within a short time. 


3. THE CANADIAN BREWING INDUSTRY 


Since The Molson Companies Limited obtains about 48.2% of 
its total sales and an even higher percentage of its earnings 
from its brewing operations, it is important to pay special 
attention to this industrial sector. 


We should begin by pointing out that there are many factors 
that affect beer consumption; however, the most important are 
demographic trends such as increases in the adult population, 
summer weather, and the amount of money spent on leisure, as 
well as the level of and rate of increase in personal disposable 
income. 


During 1974, beer sales in the country amounted to 16,754,858 
barrels, an increase of 373,033 barrels or 2.3% over the preceding 
year. The average annual rate of increase over the previous ten 
years waS approximately 4.53%. 


Population growth favoured beer consumption in Canada. The 
average adult (20 years of age or over) consumed 20 gallons of 
beer a year in 1950 and approximately 29.9 gallons (roughly 
equivalent to 399 bottles) in 1973. Beer consumption per adult 
rose by an average of 2.3% each year and the adult proportion of 
PieweOotal Population increased from 57.7% in 1963 to 61.9% in 
1973. During this same period, personal disposable income--the 
money available to spend on consumer goods--grew at an average 
rate of 9.2%, slightly less than the 9.9% average increase in 
Canada's gross national product. 


The Economic Council of Canada estimates that the adult 
population of the country will continue to grow faster than the 
population as a whole. In 1970, 69.7% of the population was 15 
years of age or over. According to the calculations of the 
Economic Council, this percentage now stands at 73.7% and will 
Meacie 2s. by 1980 and 79.3% by’ 1985. “The, Council also 
estimates that per capita consumer spending on alcoholic beverages 
and tobacco (in current dollars) will increase by about 11.6% a 
year between now and 1985, rising from $231 to $499 (compared 
with 9.8% for the 1970-75 period), and that per capita spending 
on leisure and entertainment will continue to grow by an average 
13.4% until 1985--that is, at roughly the same rate as for the 
1970-75 period. Considering the rise in the Consumer Price Index 
--approximately 9% for 1970-75 and an average of close to 6.5% 
until 1985--it is increasingly apparent that the next decade 
does offer a certain amount of potential. Personal disposable 
income, demographic trends and the breakdown of consumer spending 
seem to indicate that the brewing industry should enjoy a relatively 
favorable growth rate over the next few years--around 4% annually, 
which is slightly lower than the rate over the past ten years. 


In Appendix 4, we give some relevant data on the Canadian 
brewing industry. The reader will notice that the average growth 
rate in the volume of beer sold in the country can be attributed 
for the most part to the increase in the adult population, and 
that this industry has grown at a lower rate than that of real 
overall economic activity. In the light of these observations 
and with the knowledge that the possibilities for further growth 
through the acquisition of brewing firms have been severely 
limited, if not nonexistent, we can see why the brewing 
companies had to find new outlets for growth outside this sector. 


4. OPERATIONS OF 


THE MOLSON COMPANIES LIMITED 


The Molson Companies Limited is an important, well-known 
Canadian enterprise that is involved in seven different industries, 
divided into four main groups. The corporation's total sales, 
amounting to $740.3 million, represent one-half of 1% of Canada's 
gross national product, and sales in the actual consumer-goods 
sector represent seven-tenths of 1% of the total expenditure on 
goods and services in Canada in 1974. Consolidated sales for each 
of these industrial Groups and Divisions during the fiscal year 
ended March 31, 1975, are shown in Table l. 


Table 1 


SALES BY GROUP AND DIVISION 
(ASt at Maren 3, 1975) 


Sales Per cent 
Industry ($ Millions) of total 
Brewing Shy eral 48 
Retail Merchandising Pal align 29 
Commercial Products and 
Services 
Warehousing and 
distribution 2062 3 
Office and 
education products FGM 10 
Home furniture 191 2 
Construction products 
and services 38.5 148.9 : 20 
Petroleum Marketing 
Equipment 220 
740.3 100 


The sectors directly involved with consumer products make up 
approximately 79% of total sales, and this is the type of activity 
in which Molson is especially interested. We suspect that any 
future acquisitions the company may make will be in the consumer- 
products field, while those companies whose business is cyclical 
will be divested eventually at an opportune time. The directors 
feel that certain products for use in construction, such as water 
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heaters, aS well as the warehouSing and distribution services 
(although not strictly connected with consumer products), have 
more growth potential than other businesses--for example, those 
connected with industrial construction, such as shoring and 
Sscarrolding. 


BREWING GROUP 


This Group, with sales amounting to $357.1 million during the 
fiscal year ended March 31, 1975, contributed 48% of the total sales 
of The Molson Companies Limited, and we believe that its contribution 
to net consolidated profits was 70%. During 1975, sales of the 
Brewing Group grew by 20.5% and the number of barrels of beer 
sold rose to 5,800,000 (a jump of 9.4% over the previous year), 
while the industry increased its deliveries by 2.7%. Compared 
with the total 16,754,858 barrels delivered by the Canadian 
industry as a whole in 1974, this figure for annual deliveries 
is quite impressive and, when the 127,120 barrels delivered to 
the United States is deducted, indicates that Molson now has 33.9% 
of the Canadian market. With respect to international operations, 
the company's last annual report makes reference to the fact that 
it is now the third largest supplier of beer imports to the 
United States. Distribution of these products is carried out by 
Martlet Importing Company Inc., a wholly owned subsidiary formed 
in 1971. Rainier Companies Incorporated (in which Molson holds 
47.5% of the shares) brought in lower earnings. During 1974, 
Carling O'Keefe and Labatt's, Molson's two main competitors, 
are estimated to have held 25% and 36% of the Canadian market 
respectively. 


It is Molson's policy not to divulge the net profits earned 
by each Group; this makes it difficult to establish net profits 
and profit margins for a table like the one on the following page. 


We can see from Table 2 that, up to 1968, Molson's sales 
related only to beer, since it was then a company of only one 
Division. It is also evident that production capacity increased 
substantially during the second half of the period covered. The 
acquisition of Anthes Imperial during the 1969 fiscal year, and 
Beaver Lumber in 1972, led to a decrease in the proportion of 
total sales obtained from the Brewing Group. Over the last decade, 
Molson's beer sales have increased by 10.1% a year on average, 
while net profits have risen by 6.1%. Beer deliveries have 
increased by an average of 6.5% and the net profit margin in 
relation to sales, which was 6.7% in 1964, now stands at approxi- 
mately 3.9%. This decrease can be explained by Molson's inability 
to obtain the necessary price adjustments to offset increased 
COs co. 


The two national brands of beer sold by the company--Molson 
Canadian Lager Beer and Molson Export Ale--enjoy a comfortable 
position in the country and a number of regional brands, such as 
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Chart A 


The Brewing Group 


Molson Breweries 
of Canada 
Limited 90% 


Molson Saskat- 
chewan Brewery 
Ltd. 100% 


Molson Brewery 
Manitoba(I974) 


Ltd. 100% 


Molson's Brewery 
(Ontario) Ltd. 


100% 


Molson (Québec) 
Limitée 

100% 
Molson Gaspésie 


Ltée. 
100% 


Molson Lachute 


Ltée. 
100% 


Molson St.Hya- 
cinthe Limitée 
100% 


Molson Val d'Or 
Limitée 

100% 
Molson Sept-lles 


Ltée. 
100% 


Robert Noel 
Ltée. 


100% 


Sicks' Lethbridge 


Brewery 
Limited 100% 


Molson Brewery 
B.C. 
Limited 100% 


Molson Alberta 
Brewery Ltd. 
100% 


Molson New- 
foundland Brewery 


Limited 100% 


Molson's Brewery 
Quebec 
Limited 100% 


Molson Lévis 
Ltée. 


OO. 
Molson 
Baie Comeau 
Ltée. 100% 
Molson 
Sherbrooke 
Ltée. 100% 
Buisson - 
Lachapelle 
Inc. 100% 


The Molson Companies Limited 


Anthes Imperial 
Limited 


Molanth Holding 
Maatschappij BY. 


The Rainier Companies Inc. 
(State of Washington) 

Molanth 421% 
TMCL 5.4% 


Martlet Importing 
Co. Inc. 
(NY. State) 190% 


Rainier Brewing 
Company (State of 
Washington) 190% 
Robert Mondavi 
Winery 

(California) 


Rainier Western 
Inc.(State of 
Washington) 59, 


Rheinlander 
Brewing Co. 


50% 


Robert Mondavi 
Vineyards Inc. 
(California) 


AL = 


99.9% 


(Dutch) 100% 


100% 


Laurentide Ale in Quebec and Golden Ale in Ontario, continue to 
make market gains. Brador, a beer with higher alcohol content 
introduced in Quebec in 1972, continues to gain consumer acceptance. 
The main brands of beer sold by the company and their respective 
markets are set out in Appendix 5. 


As mentioned previously, Molson's has spent considerable sums 
of money over the last few years to increase its production 
capacity. Over the past year, capital expenditures on new 
facilities reached a record level of $17.5 million. As we shall 
see later, the company has acquired the Formosa Spring Brewery 
in Barrie, Ontario, with a capacity of 700,000 barrels a year 
from Benson and Hedges (Canada) Limited. This acquisition will 
give the company the necessary flexibility and space to expand 
in the Ontario market. The Formosa Spring Brewery has been linked 
up with the Toronto brewery operation, which has a capacity of 
2,200,000 barrels. The table in Appendix 6 indicates the 
location and capacity of the ten breweries operated by Molson's. 


The Molson Companies Limited is operating at approximately 
84% of its total capacity. Breweries are operated in seven 
of the ten provinces of Canada and the total number of people 
employed by this Group stands at an impressive 3,087, a rise of 
11.4% over last year. 


The companies that make up the Brewing Group and their corporate 
ties are shown inChart A, which is derived from the comprehensive 
chart on Molson's structure in Appendix 2. 


RETAIL MERCHANDISING GROUP 


Sales’ for this Group! in 1975) reached $211.8;miliion,..an 
increase of 21.3% over the previous year. If we refer to the 
table in Appendix 14 setting out financial data relating to 
Beaver Lumber Company Limited we can see that Beaver Lumber 
contributes $181.4 million, or 85.6% of ithe total sales of 
the Group. The remaining $30.4 million comes from the other 
subsidiaries in the Group that are not included in the consoli- 
dated financial statements of Beaver Lumber--that is, Saveway 
Lumber, Aikenhead Hardware and Hobbs Hardware. 


Retail merchandising became especially important at the 
end of 1971 when The Molson Companies Limited acquired Beaver 
Lumber Company Limited. Since this takeover will be dealt with 
Pedetaia further on, we shall notj\go-into it at this’ point. ~ 
We might mention, however, that the significant increase in 
sales over the last few years is mainly the result of the opening 
of a number of large new stores and the modernization and en- 
largement of a certain number of others. In spite of this increase, 
the Group suffered a fairly hefty operating loss in 1975, 
which can be attributed for the most part to the marked drop 
in the price of lumber over the year, the difficulties involved 


Chart B 
The Retail Merchandising Group 


The Molson Companies Limited 


Aikenhead Saveway 
Hardware Lumber and 
Limited Building 

Supplies 


Beaver Lumber 
Company 


Limited 
100% 


Le Castor Hobbs 
Bricoleur Hardware 
Ltée. Co. Limited 


Handyman 
Electric and 
Plumbing 
Supply Limited 
100% 


Beaver Lumber 


100% 


Gee 


in starting up a computerized central distribution system and 
pre-opening costs that were higher than anticipated, not to mention 
the impact of inflation on costs such as salaries and interest 
charges. 


Last year, $9.2 million was spent setting up new stores in 
major market centres and improving existing facilities. At the end 
of the fiscal year, there were a total of 252 retail stores in 
operation, including 51 home improvement centres across Canada. 


The other companies in this Group form a relatively insignificant 
part of the total operations, and there is no point in considering 
them at length. 


The organization chart for the corporate entities that make 
up the Retail Merchandising Group (Chart B opposite) should help to 
clarify the legal structure of this sector of activities, although 
this structure is relatively uncomplicated. 


We should mention at this point, although we shall come back 
to this later, that the Retail Merchandising Group has undergone 
rapid expansion since the purchase of Beaver Lumber Company Limited 
in 1972. Using this acquisition as a cornerstone for future 
development, The Molson Companies Limited decided to introduce 
Canadians to the concept of home improvement centres like those 
found in the United States. The Molson Comvanies Limited believed 
and still believes firmly in the eventual success of this venture, 
and, Since the Beaver Lumber purchase, vast sums of money have been 
Spent to carry out this project, upsetting the short-term profitabi- 
lity of the Group as a whole for the benefit of potential long-term 
profitability. This development can be considered to be an expansion 
project initiated by The Molson Companies Limited. 


Chart C 
The Commercial Products and Services Group 


The Molson Companies Limited 


S.A. | CW. 
Anthes Imperial Limited lt Henderson 
99.9% Cartage 


Limited 
100% 
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Industries 
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100% 


John Wood 
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Limited 
100% 


Deluxe 
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Limited 
100% 


Industrias 
Guillermo 
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(Mexican) 
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COMMERCIAL PRODUCTS 
AND SERVICES GROUP 


Chart C sets out the divisions and companies that make up 
this Group, whose sales revenue in 1975 was $148.9 million, up 
17.33 over the previous year. 


The Group comprises no fewer than 21 companies, all of which 
are Canadian or incorporated under Canadian provincial law, with 
the exception of one affiliatec company--a Mexican business owned 
304% by The Molson Companies Limited through two other wholly 
owned subsidiaries, Anthes Imperial and John Wood Company Limited. 


As the chart shows, this Group consists of two blocks of 
companies: Anthes Imperial, which was acquired in 1968 together 
with most of its subsidiaries; and the block consisting of Vilas 
Industries, Willson, Moyer Vico and the rest, including some firms 
that have been acquired more recently in order to consolidate the 
Operations of The Molson Companies Limited in a given Division. 

(We shall deal with acquisitions and divestments in more detail when 
we examine the takeover of Anthes Imperial.) In its annual report, 
The Molson Companies Limited analyses the Group by subdividing it 
Peon Ourdlvisitons Or areas Of activity: “office” and education 
products, home furniture, construction products and services, and 
warehousing and distribution. 


Capital expenditures amounting to $7.7 million were made for 
the Group during 1975, and 7,289 regular employees work for the 
companies that make it up. The Group came into being in 1967 
when The Molson Companies Limited acquired Vilas Furniture, hoping 
to gain a foothold in the Canadian furniture industry and then 
develop these operations through further acquisitions. This 
project failed, and we think that sooner or later Vilas and Deluxe 
will be divested, since Molson is not considering expansion in 
this sector. 


Chart D | 
The Petroleum Marketing Equipment Division 


The Molson Companies Limited 
Anthes Imperial Limited oo 99, 
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Maatschappi) 


BV.(Dutch) 
100% 


Corporation 
(Delaware) 


100% 


John Wood 
International 
S.A.(Panam- 
anian) 


100% 


Bennett 
and Sauser 


Beck and Co. 
(Meters) Li- 
mited(U.K.) 


Bennett 
Pump Pan 
American 
Corporation 
(Delaware) 
100% 


100% 


Tuscan 
Engineering 
Company 


Beck and Pump 
Co.(N.Z.) Maintenance 
Limited 
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100% 
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) (New Zealand) 
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PETROLEUM MARKETING 
EQUIPMENT DIVISION 


Through subsidiaries and affiliated companies, this Division 
manufactures and distributes standard and self-serve gasoline pumps, 
service station equipment and special-purpose electric motors. It 
comprises 18 companies (though some of the corporate entities are 
inoperative), and has a more complicated structure or legal organiza- 
tion than the others, as is shown in Chart D. 


The Division, which came into existence when Molson's acquired 
Anthes Imperial Limited in 1968, contributes only $22.5 million, 
or 3%, of the total consolidated sales of The Molson Companies 
motes iheloyo, 2c laid out halt avmilivon dollars in capital 
expenditures and employed 613 people, fewer than the previous 
year. 


it Olu Opinion, “Chis area oOfmaceuy it ydcoes not. form: part.of 
Molson's plans for future development through acquisition. On the 
contrary, we suspect that the companies in this Division will be 
sold at an opportune time. 


5. SHAREHOLDERS, MINORITY INTEREST 


DIRECTORS AND OFFICERS 


SHAREHOLDERS 


As at June 2, 1975, there were 13,529 registered holders of 
the 13,691,730 common shares of all classes (A, B, C and D) issued 
by the company. This represents an average of about 1,000 shares 
per shareholder. Of the total number of shareholders, 98% are 
Canadians and hold 99.3% of all the shares issued: shareholders in 
Quebec and Ontario hold 83% of the shares. 


The chart in Appendix 7 gives some information on the company 
shareholders. Further on, in the study of Molson's capitalization, 
we will explain the differences between the four classes of shares 
currently issued by the company. 


MINORITY INTEREST 


We believe it is Molson's intention to own all the shares of 
the companies it acquires. This considerably reduces the number 
and proportion of minority interests within the consolidated group 
and within the companies that form the conglomerate and the four 
Sectors Of aACELVity. 


The consolidated balance sheet as at March 31, 1975, shows 
an amount of $4,550,000 under "minority interest." This amount 
is composed of the preferred shares issued by Anthes ($3,878,000) 
and by Beaver Lumber ($231,440), the balance representing the 493% 
interest in Dugré et Cotnoir Limitée belonging to a private 
individual. Most of the companies in the Brewing Group are fully 
owned by The Molson Companies Limited. Dugré et Cotnoir Limitée, 
however, a beer distributing firm in Quebec, is only 51% owned by 
The Molson Companies Limited, as shown on the corporate structure 
chart in Appendix 2. The remaining shares of this company belong 
to a private individual who wishes to maintain his participation 
in’ thissdistribution agency. 


Another company in the Brewing Group--the Rainier Companies 
Incorporated--is not entirely in the hands of The Molson Companies 
Limited. In fact, Molson has onlyathe minority interest im 
the company and its subsidiaries, holding 47:.5%, of the shares 
(5.4% directly and 42.1% through its 100% investment in Anthes 
Imperial and Molanth Holding Maatschappij B.V.). Since the Rainier 
Companies Incorporated owns 50% of Robert Mondavi Winery in 
California, The Molson Companies Limited thus owns the latter in 
a proportion of 23.8% (47.5% x 50%). Rainier's wholly owned 
Subsidiaries belong to Molson to the extent of 47.5% 

(47.5% x 100%). The remaining 52.5% of the Rainier shares are held 
by a number of shareholders in the United States. In 1975, 

Rainier paid $70,000 in\ dividends to Molson, which accounts for 
this investment by the consolidation method. 


rn ae bees 


In the Retail Merchandising Group, the six subsidiaries 
are all fully owned. Two, Aikenhead and Saveway Lumber, are held 
directly by The Molson Companies Limited, while three others are 
owned through Beaver Lumber Company Limited. Hobbs Hardware is 
held by Aikenhead Hardware. If Aikenhead and Saveway, whose 
Sales represent only 14.4% of the total sales of the Group, and 
only 4.1% of the consolidated sales, had been acquired by Molson 
after the purchase of Beaver Lumber, these three companies might 
have been subsidiaries of Beaver Lumber rather than direct sub- 
Sidiaries of The Molson Companies Limited. 


In the Commercial Products and Services Group, the Mexican 
charter company, Industrias Guillermo Murguia, is only 30.25% 
owned by The Molson Companies Limited (through Anthes and its 
substdiary, the John Wwood"Company). “In°- 19/5, ‘this affidiate 
paid $77,000 in dividends to the John Wood Company, accounted for 
aS income. The consolidation method is not used, since effective 
Controlvor this affiliate does not rest with Molson. 


Finally, the more complex corporate structure of the Petroleum 
Marketing Equipment operations shows seven companies that are not 
fully held by The Molson Companies Limited. They need not all 
be listed; we would point out only as an example the more complex 
relationships of the corporate entities, as is clear from Chart E 
on this page, which was drawn up from Appendix 2 and from Chart D 
on page 20, which accompanies the description of this Division. 


Two companies are incorporated according to the laws of the 
Canadian government, one according to Dutch, two to British and 
one to Nigerian law. 


Among the 18 subsidiaries and affiliated companies forming 
the Division, only one, Bennett Pump Pan American Corporation 
of Delaware in the United States, paid a dividend in 1975, in the 
amount of $75,000. Since the company is a member of the consolidated 
group, the dividend is eliminated by the consolidation accounting 
procedure. 


Chart E 
Illustration of Corporate Relationships 
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DIRECTORS AND OFFICERS 


Following are separate lists of Molson's directors and 
officers, as. iat. October, 62719 75< 


DIRECTORS (OF 
THE MOLSON COMPANIES LIMITED 


Hon. 0 2B2* Anrd, “TOronto Partner, Aird, Zimmerman & Berlis, 
Barristers and Solttertors 
**W.R. Allen, Toronto President, The Dominion Realty 
Company Limited 
“Sel. iBlaACK, 4 LOLrenve President 
KOM.) Covert. Halirax Partner, Stewart MacKeen & Covert, 
Barristers. and Solicitors 
*w.P. Frankenhoff, New York Chairman, (William EE. Hills 


Company, Inc. 


Deo., HabVie,, Calgary Senior Vice President, Petrofina 
Canada Limited 


T.E. Ladner, Vancouver Partner, Ladner Downs, Barristers 
and Solicitors 


Roger Létourneau, Quebec Partner, Létourneau, Stein 
Marseille, Delisle and LaRue, 
Barristers and Solicitors 


**2.G, McCaughey, Toronto Senior Vice President, Finance 


E.H. Molson, Montreal Executive Vice President, Molson's 
Breweries of Canada Limited 


*Hon. H. de M. Molson, Montreal Honorary Chairman of the Board 


*Gérard Plourde, Montreal Chairman of the Board, UAP inc. 
**JT.D. Riley, Winnipeg President, Dominion Bronze Limited 
*P.B. Stewart, Toronto Executive Vice President, Operations 
N.E. Whitmore, Regina President, Wascana Investments 
Limited 
FT). Ge Wa LALMNOc yy. LOLOInlco Chairman of the Board 


HONORARY DIRECTORS 


T.H.P. Molson, Montreal 
H.C.F. Mockridge, Toronto 
F.H. Sobey, Stellarton, N.S. 


* — Member of the Executive Committee 
** — Member of the Audit Committee 


= 9A = 


In a more detailed list in Appendix 8, the reader can see what 
other occupations the Molson directors are engaged in. The members 
of the Royal Commission on Corporate Concentration will be able to 
use this information to discover what interrelationships may exist 
between the directors of Molson and those of other major Canadian 
firms. For example two directors of The Molson Companies Limited, 
D.S. Harvie and F.M. Covert, are also members of the Board of 
Directors of Petrofina Canada Limited, and 6 out of the 16 are 
directors of Canadian chartered banks. 


OF ETCERSZ OF 


THE MOLSON COMPANIES LIMITED 


Hom. HH. de M. Molson Honorary Chairman of the Board 

DeGaew? lL inot Chairman of the Board 

oa pb tack President 

J.P.G. Kemp Senior Vice President, Commercial 
Products and Services Group 

David Lakie Senior Vice President, Retail 
Merchandising Group 

P.B. Stewart Senior Vice President, Brewing 
Group 

Morgan McCammon Senior Vice President, Corporate 
Services 

A.G. McCaughey Senior Vice President, Finance 

Sypaltere Cutie vos We wing Senior Vice President and 
Controller 

K.A.F. Gates Vice President, General Counsel 

W.J. Gluck Vice President, Corporate 
Development 

D.A. Heeney Vice President, Corporate 
Communications 

J.B. Jolley Vice President and Secretary 

Zotique Lespérance Vice President 

H.E.C. Stoneham Vice President, Human Resources 


io. YY OURG TLeasurer. 


With regard to the directors and officers of Molson's chief 
subsidiaries, we will examine what changes have occurred in the 
structure that existed at the time Molson acquired these companies. 
This examination will appear in a special section, when we study 
the acquisitions as such. 
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6. FINANCING STRUCTURE AND 
DESCRIPTION OF COMMON SHARES 
On March 31, 1975, the .long-term-capitalization of The 


Molson Companies Limited, as shown on its consolidated balance 
sheet, was as follows: 


Table Sit 
CONSOLIDATED BALANCE SHEET 


THE MOLSON COMPANIES LIMITED 
(As at March 31, (1975) 


($000) ($000) SNGOLNTO tad 

Long-term debt 100,346 206.2 

Minority interest 7 ON) i aed 

Deferred taxes 16,486 6.0 
Shareholders' equity: 

Capltal stock 48,342 
Retained earnings LOOP, 96 7 156,309 BO. 2 
2 Oo 10.0540 


The capital stock account at the same date was as follows: 


Class A: 8,306,000 shares issued $36,355,000 
Class B: 4,073,000 ss : se eon 0) OO 
CLass' C: LOL 000 " " 1,449,000 
Class D 300,000 ‘ 13-77, 000 

13,690,000 shares issued $467,942 0:00 


Class A and D shares and Class B and C shares are respectively 
interconvertible on a one-for-one basis. 


The Class A and D shares are non-voting except that, voting 
separately and as a class, the holders thereof are entitled to 
elect three members of the Board of Directors annually. The Class 
B and C shares are fully voting. 


Class A and D shares are entitled to a non-cumulative prefer- 
ential dividenc of 20¢ per annum. After the Class B and C shares 
receive dividends of 20¢ per annum, all shares rank equally as to 
dividends. 


Dividends on Class C and D shares may be paid in cash out of 


tax-paid, undistributed surplus on hand, or out of 1971 capital 
surplus on hand as defined in the Income Tax Act. 
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7. ADMINISTRATIVE, PHILOSOPHY 


Below is the substance of The Molson Companies Limited's 
statement of principles, as drawn up and published by the manage~ 
ment of the company a few years ago for the purpose of making 
known the way in which the firm endeavors to manage and develop 
its human resources, its reputation and its financial and material 
resources. 


HUMAN RESOURCES 


The Molson Companies Limited seeks to create a stimulating 
work environment that encourages advancement and enables each em- 
ployee to give his best work and to pursue his own objectives as 
well as those of the firm. The means used by the company to this 
end are many, but among others must be stressed the efforts devoted 
to offering opportunities for advancement in all parts of the 
firm, including its subsidiaries in each sector of activity, 
and offering employees the opportunity to increase their 
professional knowledge and competence, so that they can derive 
greater satisfaction from their work. Furthermore, Molson's 
management style is characterized by a commitment to decentral- 
ized decision-making, as much as is possible in practice, while 
promoting frank and spontaneous exchange between all levels of 
Management. 


REPUTATION OF THE COMPANY 


The long-term success of The Molson Companies Limited is 
dependent on the way in which the public regards and approves 
its role and its development. In the conduct of its affairs, 
each unit must therefore be sensitive to the social, political 
and economic realities of its surroundings. 


The firm maintains that to this end it makes a serious 
inquiry, before making any decision, to find out how the 
interested public may interpret it. The public is made up 
of the employees, shareholders and customers, the business 
world and the public authorities. The company also takes a 
constructive public attitude toward socio-economic questions 
the firm considers of such a type as to have Significant con- 
sequences for itself or for the common good. 


FINANCIAL AND MATERIAL RESOURCES 


The Molson statment of principles of 1971 sets forth the 
following objectives and methods, and we believe they still 
apply, although some may be questioned in the light of the results 
that have since come about, particularly with regard to the 
objectivesvof sprofitabilaty. 


Like any profit-making corporation, the company manages its 
financial and material resources in such a way as to protect, and 
produce a return on, the shareholders' investment, as well as to 
ensure the continuing profitability of the firm. The means used 
in the management of its assets to reach this objective are as 
follows: 


1. To operate firms that have a potential of making an 
appreciable contribution to the company's earnings 
per share. 


2. To set realistic yet ambitious financial objectives. 
3. To realize steady growth in the earnings per share. 


4. To invest in firms that will, within a reasonable time, 
make a real contribution to the stability and quality 
of earnings. 


5. To aim for a limited number of firms, each of which is 
one of the two or three most significant of its kind in 
a given market, or which has that potential. 


6. To ensure that each firm is sensitive to customer 
standards in providing its goods and services. 


7. To promote internal activity that will stimulate the 
expansion of each firm: creation of new products and 
services, ovening of new outlets, and additions through 
domestic as well as international acquisition--in short, 
activities that normally strengthen the financial 
Situation, productivity and trade position of existing 
firms. 


8. When the transaction proves favorable, to acquire other 
firms that may have a significant effect on the orienta- 
tion of the company, that are open to expansion and that 
are likely to increase earnings appreciably. 


9. To ensure that the company gains presence in the finan- 
cial world through its integrity and its managerial 
COMpe tence. 


The criterion of success in relation to good management of 
financial and material resources will find expression in an in- 
crease of earnings per share and in a price/earnings ratio that 
is higher than the average for a selection of Canadian companies, 
in the company's ability to keep a high credit rating, and finally, 
in its proven ability to maintain its subsidiaries in an excellent 
position in relation to competition. 


8. SOCIAL ROLE OF 


THE MOLSON COMPANIES LIMITED 


POLLUTION CONTROL 


The Molson Companies Limited wishes to take part in the group 
effort put forth since about 1965 to combat pollution, and sums 
have been assigned for this purpose in the formulation of annual 
budgets for capital expenditures. The company's administrative 
manual points out that all the groups and divisions ought to pay 
special attention to pollution control which, as is well known, 
generally gives a very low rate of return, if any, on the capital 
invested. 


For purposes of pollution control, the energy source of eight 
of the ten breweries has been changed in the past few years from 
oil to natural gas, in order to reduce the sulphur dioxide level 
in the air, and scrubbers have been installed, in co-operation 
with the municipal authorities, to treat the gases that emanate 
from beer plants. The company is also carrying out experiments 
to find a way of facilitating the process by which industrial 
wastes are drained off by reducing the solids that are found in 
the drains, and other efforts have been made to improve the 
appearance of company properties. 


EMPLOYEE RELATIONS 


Of the total of 11,211 employees at the end of March 1975, 
10,747 were working in Canada. The number of Molson employees 
who work outside Canada decreased from 1,056 in 1970 to 464 in 
1975; the closing of its petroleum marketing products factory in 
Milan, Italy during the last year contributed to this decrease, 
and the resale, over the last few years, of certain divisions 
operating in the United States has also had an effect. 


Since 1966, the proportion of employees whose labor relations 
with The Molson Companies Limited are defined by collective agree- 
ment’ has’ Gecreased from 59% in. 1970 to.41% in 1975,.bue thts 
decrease is largely attributable: to the fact that the 3,099 
employees of the Retail Merchandising Group are not covered, in 
accordance with current practice in Canada. After this adjustment 
factor is taken into account, we note, that approximately. 57¢.0= 
The Molson Companies Limited work force is unionized. 


In general, it appears that The Molson Companies Limited has 
favorable labor relations with the various unions representing its 
employees. In April, 1975 an ll-week strike by brewery employees 
ended in Vancouver, and the settlement has proved very costly for 
the company, when it is compared with the federal government's anti- 
inflation guidelines announced in October of that year. Specifically, 
the hourly wage rose from $5.90 to $7.03 as of April, 2975, 


representing a 19.2% increase. In addition, the hourly wage was 
increased by $0.05 an October; 1975 andthe contract. contains a 
Drovision that the rate will increase to $7.71 "on April 21, 1976. 
This represents a 30.7% increase over the rate in effect in the 
previous agreement. Furthermore, the labor agreement contains a 
general price increase adjustment clause. 


ALBIS VOL writing, a*strikesthaters ane ts) sixth month*-is 
continuing in Cowansville, a small town in Quebec where Molson 
manufactures its Vilas furniture. The dispute concerns the system 
of payment, which is based on employee productivity, the basis 
generally used in the furniture industry. The union is demanding 
that this method be changed, and that payment according to product- 
ivity be converted into an hourly wage. Molson refuses, since it 
has reason to believe that the rate of production would not be 
maintained at an acceptable level of quality and quantity. 


If the basic hourly rate offered by The Molson Companies 
Limited were accepted, the Vilas employees would receive the 
highest rate paid in Cowansville, higher than at Moore Corporation, 
and the payment for productivity would be added to that base. The 
offer also greatly exceeds the limits suggested by the government's 
anti-inflation program, but if the union accepts the company's 
offer, the company is prepared to back the union in its exemption 
request before the Anti-Inflation board. The two parties maintain 
that they can obtain such an exemption. 


DONATIONS AND COMMUNITY AFFAIRS 


The principle followed by The Molson Companies Limited in 
matters of charitable donations, as set forth by the company in 
its administrative manual, is to give generously to deserving 
charitable organizations in such fields as education, youth and 
recreation, health and innovative programs. In 1975, The Molson 
Companies Limited, through its Donations Fund set up for this 
purpose, supported 511 projects, the most important by far being 
the United Way Campaign, which received $242,575, or about 40% of 
the total donations made through the Donations Fund. Thus in 
1975, The Molson Companies Limited gave about $600,000 in donations, 
or One-tenth of 1% of its total sales. 


In affairs of community and public interest, The Molson 
Companies Limited is subscribing $25,000 over five years to the 
Canadian Foundation for Economic Education, an organization founded 
for the purpose of promoting knowledge of economics in Canada by 
improving the guantity and quality of economics courses at the 
primary and secondary school level. Other donations were made in 
the fields of the theatre, pollution control, and schools for the 
handicapped. 


9. FINANCIAL ANALYSIS OF 


THE MOLSON COMPANIES LIMITED 


Appendix 9 sets forth the operating and financial record of 
The Molson Companies Limited for the ten-year period from 1966 
to 1975 inclusive, as published by the company in its most recent 
annual report. We have added some other data that we considered 
relevant, such as the profit margins and the varpations in) che 
prices of shares each year. 


Sales saw an average annual increase of 15.1% over this per- 
jiod. It should be noted that the results shown take into account 
the accounting of the Anthes results on the basis of pooling of 
interest; the other acquisitions have been consolidated according 
to purchase accounting principles. For example, the acquisition 
of Beaver Lumber is taken into consideration from the date of 
purchase, January 1, 1972, and the figures for past years were 
not adjusted to take this acquisition into account. With regard 
to Anthes, all data except dividends per share for 1968 and prior 
years have been restated to reflect this business acquisition. 
The inclusion of Beaver Lumber explains why sales increased 
considerably (38.9%) in 1973. 


Profits have not increased at the same rate as sales, but, 
since 1966, earnings per share have increased by 3.4% on average. 
This rate of growth is very small, when we consider that the 
Beaver results contributed $3,795,685 in fiscal 1973 to the profits 
of the group. However, this was the company that brought about 
the appreciable decrease in group profits in 1975, following the 
sharp decline in the price of lumber on which Beaver Lumber is so 
dependent. ; 


Obviously, the inclusion of Beaver has altered some of the 
ratios of The Molson Companies Limited. The net profit margin, for 
example, which had begun a downturn in 1969, continued to fall 
after the acquisition of Beaver, because Beaver's profit margin 
is smaller than that of the other groups included in the con- 
solidated financial statements. The rate of return on equity 
dropped from about 17% or 17.5% at the beginning of the period 
ro 16% in 207s, 24coeein T97ASand 2 6s i 9 7 on. i Oe opinion, 

a rate of 16% return on equity is the normal level of profitability 
that The Molson Companies Limited can realize on average. Beaver's 
rate of return on equity, which was around 8.9% in 1971, in com- 
parison with the 13.8% rate realized by The Molson Companies Limited 
in the same year, shows clearly that it was normal for the average 
rate to diminish after the acquisition. 


Dividends per share increased by 5.1% annually, on average, 
which is a little more than the rate of growth in earnings per 
share. This explains the increase in the percentage of adrstri— 
bution of profits over the period under study. The ratio reached 
three distinct levels: 42% to 43% from 1966 to 1968, 60% from 1969 


me ee 


to 1971 and the new level of 50% since 1972. We think that 
The Molson Companies Limited has adopted a policy of paying 
about 50% of its net profits in the form of dividends in future. 


The book value of shares has increased by an average of 8.13% 
snnual) yy, trom $6759 an. 1966. to $1 4iemn 1975. > This: ancréase, 
higher than the increase in profits, is explained by the decline 
in the proportion of earnings paid out in dividends over this 
period. 


10%, ACOUISLTELONS 


a 


As mentioned earlier, the cornerstone of The Molson Companies 
Limited activities is its Brewing Group, which goes back to the 
company's origin. Studies carried out from’ 1960 to 7l96> one 
future of the brewing industry showed that the expected growth 
of this consumption sector promised only half the rate of growth 
expected from overall economic activity. The Canadian beer 
market had by 1965 become mature, and was being shared for the most 
part by three firms. Today, only six companies operating in Canada 
compete within. a market the size of California. The substan- 
tial cash flow produced by the industry and by The Molson Companies 
Limited could not be reinvested in such a way as to give as 
satisfactory a marginal rate of return on investments as that 
realized at the time on current investments. The following 
quote from Molson's Annual Report for 1966 confirms this situation: 
"The funds from operations during the year came to $12,956,101, 
and the consolidated working capital increased from $6,603,906 
to $21,252,;097 as "at March 31,1966." The American and foreign 
markets seemed difficult for Canadian breweries to break into, 
Since 50% of beer sales in the United States were made by three 
national giants in the industry--Anheuser-Busch, Schlitz and 
Pabst. This market was already mature, and other Canadian 
brewers, including Molson, had failed in their efforts to break 
into the American market. 


In 1964, Molson tried in vain to acquire Hamm Brewing Company, 
a regional beer company in the United States. The Molson Companies 
Limited was trying to find out whether it should remain a large 
beer firm in the relatively slim Canadian market, or extend 
its operations into a wider market, the United States. 


The Hamm Brewing Company was operating breweries in the 
Midwest and on the West Coast of the United States. Molson 
made an offer, but later withdrew it with Hamm's agreement when 
the Antitrust Division of the American Department of Justice 
objected to this acquisition because Molson had an interest in 
the Rainier Brewery of Seattle, which had been obtained through 
the purchase of Sicks' Breweries Limited (now Molson's Western 
Breweries Limited) in 1958. The directors of The Molson Companies 
Limited came to the conclusion that any further effort on its part 
toward acquiring a viable American beer company would come to naught 
because of strong opposition from the United States government. 


The Molson Companies Limited exports a very small percentage 
of its annual beer production. In the fiscal year ending March 31, 
L975S Sl277L2Z0¢OL Lets, total producttonvot 57000,000 marreteroe 
beer were exported, chiefly to the United States. Thus expore 
represented 2.2% of its beer sales. In any case, the American mar- 
ket could absorb only a limited volume of Canadian beer, judging 
from the failures of certain Canadian competitors and several 
American regional companies. 


At that point, Molson had developed a remarkable managerial 
expertise which could be used in spheres of activity related to 
brewing. For these reasons, the Molson Companies Limited decided 
EOplaunch aa progran.ot,acquiring-other companies, .and,an 1967 
it made its first acquisition in a sector other than its own 
activity when it purchased Vilas Furniture. 


ACOUISLEION -POLLCY -AND 
LONG-TERM ORIENTATION 


The current policy of The Molson Companies Limited, as 
described by the company in March 1973, is based on four 
criteria that are essential to the company's growth and develop- 
ment in directions that correspond to the managerial expertise 
already within the company and that complement the present 
activities of The Molson Companies Limited from the financial, 
production and marketing perspectives. Although only one 
company has been purchased since then, the characteristics sought 
in any candidate relate closely to the policy set forth by the 
Molson Companies Limited in the statement of principles governing 
management of financial and material resources. These criteria 
are: 


- the potential of the firm being considered for ac- 
quisition to add, within a reasonable time, to the 
Quality “and stability, of the entire company's profits; 


—ije) a0tiity Of Lhe il emactoO Miarntaim LES DOSLt ion, OT 
become a Significant presence in its industry; 


- the geographical diversification potential the candidate 
offers to the rest of the company or the overall group; 


- the possibility that acquisition of the firm might enable 
Molson to add to the volume of its current activities. 


The Molson Companies Limited considers that at present it 
is involved in a reasonable and sufficient number of industries, 
and that the objective of its future acquisition program is to 
achieve a certain rate of growth by consolidating and expanding 
the activities in which it is already involved. Possible ac- 
quisitions could include, for example, firms that would enable 
Molson to penetrate a region or a market in which its presence is 
now restricted. We think that the purchase of a chain of build- 
ing supply stores or centres in Quebec or Ontario would fit in 
with this line of action, Since it would enable the company to 
strengthen its position in a sector in which it is at present in- 
volved. The Molson Companies Limited, through A.G. McCaughey, 
responsible for the long-term orientation of the company, stressed 
that it is always possible the company may deviate from this 
policy by acquiring one or more companies whose activities are 
different from present activities if the potential is interesting. 


CASE STUDY 
OF FOUR ACQUISITIONS 


Among the firms purchased by The Molson Companies Limited 
since the beginning of 1967, there are four that, iIn”our opiniones 
stand out because of their particular characteristics and that 
therefore hold special interest for the Royal Commission on 
Corporate Concentration. By carefully examining these acquisitions, 
we will attempt to bring out the elements we consider important, 
such as the results of operations after acquisition, and the 
extent to which competition may have been decreased or increased 
following the acquisition, as far as it is possible for us 
to evaluate this. 


Vilas Industries Limited 


As mentioned above, from the beginning of its activities 
until 1967, The Molson Companies Limited had been involved only 
in developing and increasing its share of the Canadian beer 
market. However, since this market no longer offered the same 
growth rate as in previous years, the company set out to identify 
and then purchase firms whose potential growth rate was higher, 
and growth cycle longer--that is, one or more industries whose 
penetration of the market was relacively -eilaght, 


The company felt that the Canadian furniture-manufacturing 
industry would enjoy greater vigor and profitability from increased 
concentration, additional investments and a leadership that had 
not yet been demonstrated by any member of the industry, which com- 
prised about 1,600 manufacturers. Molson chose Vilas as a 
potential acquisition and submitted its attractive program of 
future growth to the Vilas directors. An agreement was concluded 
by the two parties whereby Molson acquired outright 66-2/33 
of the shares issued by Vilas, for a total consideration of 
$4,500,000, taking into account newly issued preferred shares. 
Molson also obtained an option to acquire the rest of the shares 
later at a price based on the future PrOfLLtabi lity of Vilas 
Industries Limited. As a result of the agreement with Molson, 
Vilas had access to more substantial sources of funds and 
Superior managerial skills, especially in marketing. The image 
of quality that Vilas products project was developed and promoted 
through an intensive and costly advertising program. As planned 
beforehand by Molson, the Vilas officers were encouraged to study 
the possibilities for increased rationalization of the furniture 
industry and to acquire other companies engaged in this activity. 
Thus Deluxe Upholstery of Waterloo, Ontario, known chiefly as 
the holder of the Canadian franchise for the La-Z-Boy reclining 
chair, was acquired by Vilas in 1968. Subsequent to this 
acquisition, the Vilas factory in Cowansville, Quebec, was 
expanded, an upholstering factory was opened in Montreal and a 
second wood furniture plant was built in Thurso, Quebec. 


One of the Vilas lines that seemed to interest Molson 
particularly was the Moyer School Supply division, a firm that 
manufactured and distributed school furniture, and had a complete 
catalogue of items for resale by educational institutions. 


Before it was purchased by Molson the Vilas furniture 
division was registering a deficit, but the school furniture 
division regularly made a profit. The two divisions were separated, 
and this necessitated administrative changes. To make it possible 
to bring about these changes, Molson exercised its option to 
acquire the remainder of the Vilas shares, and the total price 
paid was $7,182,000. The deficits incurred by the furniture 
division were gradually reduced, and overall operations reached 
a certain level of profitability, although the return on equity, 
estimated at 10.1% in 1975, is not considered satisfactory even 
now, taking into account the size of the investments made and the 
administrative effort put forth by Molson since the original 
acquisition. Vilas and La-Z-Boy are both prestigious names in the 
Canadian furniture industry, and the prices of these products are 
the highest in their respective markets. 


The company maintains that its first acquisition outside the 
brewing industry was an excellent choice, in view of the image of 
quality the Vilas name projects. The company continued to examine 
seriously several other furniture manufacturers in order to 
pursue its program of acquisitions within this industry, but the 
directors came to the conclusion that severe administrative 
difficulties would arise from the fragmented state of the 
furniture industry. Furthermore, since the length of time was 
too long before an adequate rate of return on necessarily large 
investments would be reached, Molson abandoned its plans to 
develop in this sphere of activity. 


Now that we have briefly described the context surrounding 
the acquisition of Vilas and Deluxe Upholstering, we will study 
a few points we consider more important: profitability, effect on 
competition, social consequences, and administrative changes. 


Profitability. The table in Appendix 10 gives an outline of 
the profitability of Vilas, Moyer Vico and Deluxe Upholstering from 
1965 to 1975 inclusive. It is important to stress beforehand that 
these figures must be looked at with great care, because two changes 
took place during this period that complicated comparison of the 
data of one year with those of another. First of all, Vilas 
Industries Limited acquired Deluxe Upholstering Limited and then 
sold Moyer Vico to The Molson Companies Limited during the fiscal 
year ending March 31, 1971, and this gave rise to a substantial 
change in all of the Vilas accounts. The Molson company was not 
willing to provide us with the figures relating to Deluxe and Moyer 
Vico, and so it was impossible for us to determine accurately the 
comparability of data for any of the years in the period under 
study. Nevertheless, a few observations on profitability can be 


made from the data presented, and taking into consideration the 
date the changes were made: 


1. Growth in home furniture sales was substantial, 
approaching 40% annually. 


2. Although not particularly profitable at the time of 
purchase by The Molson Companies Limited, the home 
furniture enterprise has reached a respectable level 
of profitability in the last two Years with aioe. 
profit margin in 1974 and an 11.6% rate of return on 
equity in 1974. After adjustment to eliminate the 
Special item described in the following point, the 
rate, of; returnvon equity, ies Lomoe. 


3. The book value of the common shares increased rapidly 
(30.2% per. year), fromi$16.83 4m) b965 wo $6766.15 17253) 
but after elimination of a special item ($3,400,000 
extraordinary gain on the sale of an option to The 
Molson Companies Limited), the true book value in 1975 
was $36.75, and the average rate of growth is therefore 
11.8% annually. The sale of Moyer Vico had no impact 
on the book value, since it was sold at its own book 
value. 


4. No dividends were paid in the period reviewed. 
5. No additional shares were issued. 


6. We do not know whether or not The Molson Companies Limited 
injected any amounts other than those relating tomthe 
Sale of Moyer Vico and the option of The Molson Companies 
Limited to finance the net increase in assets. 


Potential reduction of competition. From the point of view of 
competition, the acquisition of Vilas and subsequently of Deluxe by 
Molson did not, in our opinion, result in an increase or decrease 
in competition between the members of the industry. As mentioned 
earlier, owing to the very great fragmentation of this 1ndustry, 
the beneficial mechanism of competition was probably operating 
adequately, thus ensuring that the consumer benefited more fudby 
from a satisfactory balance between price and quality.” Wevdo not 
believe that the change of ownership in any way reduced the very 
strong competition in the furniture industry. Since competition 
can be defined as a rivalry between firms to attract the largest 
clientele possible through the best conditions of price and quality 
that they can offer, we conclude that this rivalry was not reduced, 
and that the consumers and the other furniture manufacturers did 
not suffer in any way when Molson arrived on the scene in this 
industry. We see the acquisition of Vilas as a Simple change of 
ownership, with the shares coming from private interests and 
entering corporate hands. The impact on competition could have been 
different if The Molson Companies Limited had carried on its 
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furniture plant acquisition program, because the gradual elimina- 
tion of competitors would have led to greater control of the 
industry by the same administrative elements. Such was not the 
case, however. 


SOGd. a! consequences. We are not in a position to evaluate 
the social consequences of the change of ownership of Vilas. We 
shall merely mention the expansion Molson brought to this company 
and the additional jobs created by the new factories set up in 
small towns such as Cowansville and Thurso in Quebec, and Waterloo 
and Elmira in Ontario. On the other hand, a six-month strike is 
continuing in Cowansville, as we mentioned in our study of the 
company's social role. 


Administrative changes. In Appendix 11, we have listed the 
Giuectorssorevidas at ithe ytimesofy acguisition,fand in 19/5: As 
was the case with Beaver Lumber, none of the directors who were 
in office at the time of the acquisition are members of the present 


board of directors, which is composed of only three persons. One 
of these, J.P.G. Kemp, is Senior Vice President of the Commercial 
Products and Services Group of The Molson Companies Limited. G.L. 


Townsend is President of Vilas, while C.R. Cook is Vice President, 
Finance, and Controller of Molson Breweries of Canada Limited. 


Anthes Imperial Limited 


Following its decision not to broaden its operations in the 
furniture-manufacturing industry, Since the length of time required 
fOr this sector to,reach a satisfactory rate. of return on, invest- 
ment was too long, The Molson Companies Limited looked around for 
another potential acquisition--a large company with greater scope 
for development. Anthes Imperial was identified as a business 
that had experience in acquiring other businesses and in managing 
firms with a variety of activities. Anthes was considered to be 
a diversified, well-managed business. Its operations were conducted 
On an international scale and the company's management group gave 
great importance to the decentralization of decision-making autho- 
rity--a policy that was said to be of prime importance and vital 
to the success of a business as diversified as Anthes. The 
figures for return on investment were one of the criteria regularly 
used to evaluate the results of the various operations, as well 
as to decide on the future viability of investment programs under 
consideration. Anthes' stated acquisition policy was not directed 
solely toward businesses that would complement its present 
activities but also toward other sectors in Canada and the United 
States. 


Over the ten years preceding Molson's acquisition, sales had 
imercased considerably. Climbangutvom nla million inn tI58.tows9 7.2 
Mitton. in L968. As well, by. 1967,,. the, company., which in 1958. was 
totally dependent on the Canadian construction industry, was making 
55s OL tts sales outside the -constructaon sector and doing 37% of 


its total business abroad, mainly in the United States. Amount- 
ing to $97.2 million for the fiscal year preceding the acquisition, 
sales in the various industrial sectors in which Anthes had opera- 
tions were as follows: 

Construction 44.1% 

Petroleum marketing equipment 20.4 


Office supplies and accessories 11.9 


Vending machines Tek 
Defence | 6.6 
Industry Gms 
Consumer goods Si 6 


As has already been mentioned, this representation in various 
sectors of the economy and Anthes' foothold in the American market 
greatly interested The Molson Companies Limited. In addition, 

Since the construction market had been especially weak in 1967, 

in comparison with 1966, the prices of Anthes' products had fallen 
off due to a drop in demand and the company's management had set 

up a determined program to improve earnings throughout the business. 
Such action was, beyond the shadow of a doubt, an indication of a 
sound management group with an awareness of the cyclical nature of 
its operations. 


Following discussions between Molson and Anthes, an agreement 
was reached on the price to be paid and Molson went ahead with the 
acquisition. The terms were the following: $3.00 plus 1.7 Molson 
Class A common shares for each Anthes Class A share, and $3.00 plus 
1.7 Molson Class C convertible common shares (subject to propor- 
tional distribution) for each Anthes Class B common share exchanged 
before the end of the original offer. If the period of the original 
offer had to be extended, the terms were: $3.00 plus 1.7 Molson 
Class A common shares for each Anthes Class B common share exchanged 
arter the original term of ther otter. 


As a result, The Molson Companies Limited obtained 92.5% of the 
shares in Anthes in return for the issue of 2,138,882 Molson. Class 
AVsharestand) 1256, 942"C Vass, Ci shares, valued at $51,163,008, .p1us 
$6,002,847 in cash--that is, for a total consideration of 
~63,,/05)/855, \/The total "assets acquired in this way, according to 
the books of Anthes Imperial, were in the neighbourhood of $22.8 
million. At the time of the offer, the market value of Anthes' 
stock rose to approximately $64,300,000. 


Negotiations between the parties took place directly, without 
intermediaries, except for Dominion Securities Corporation Limited, 
which was retained as a financial adviser to both parties. Dominion 
Securities agreed to set up a group of brokers to solicit acceptance 
of Molson's offer from Anthes' shareholders, and Molson agreed to pay 


Dominion Securities administration fees of $30,000 and to pay the 
group of brokers fees of $0.21 for each Anthes share exchanged, 
subject to a minimum fee of $10 and a maximum of $1,000 with respect 
to each Anthes shareholder. 


This acquisition gave rise to a subsequent reorganization of 
Molson's board of directors in order to include the directors of 
Anthes Imperial, which led to the resignation of some directors 
from the board of directors of the newly formed entity. 


Anthes' operations were cyclical in nature: that is, the 
volume of sales, and therefore earnings, varied according to the 
rise and fall in economic activity. Originally, Molson believed 
that this type of operation would be a sound, logical complement 
to its existing, non-cyclical, operations but it was later felt 
that some of Anthes' divisions and subsidiaries were not compatible 
with Molson's basic operations, that they were too regional in 
nature and offered little potential for development on a national 
let alone North American scale. Since Molson's policy was to 
develop its various sectors into nationwide operations (as was the 
case with the breweries), some of the operations were retained 
and totally integrated with Molson's own activities while others 
that did not correspond at all with Molson's plans were sold. For 
example, those activities whose results depend in part on residen- 
tial construction, such as the manufacture of the domestic water 
heaters sold by John Wood Company, were more easily combined with 
Molson's basic operations, while other companies whose sales were 
linked with commercial and industrial construction were less 
compatible with the other operations and were divested by Molson. 
Thus, in November 1971 the assets used in the manufacture of steel 
joists were sold to Great West Steel Industries Limited for about 
$3,100,000, resulting in a net profit after taxes of $141,161; in 
March of the same year, a foundry had also been sold for $400,000 
to Aimco Industries Limited. Along the same lines, in 1970 Liquid 
Carbonic Canadian Corporation Limited purchased all the shares in 
National Oxygen Limited from Anthes for $1,300,000. In January 
1971, an agreement was reached between John Wood Company (a 
subsidiary of Anthes Imperial) and Wood Industrial Products Com- 
pany, aS well as Alco Standard Corporation, which resulted in 
John Wood's disposing of its Industrial Products division for 
$2,408,421. We feel that even today, The Molson Companies Limited 
does not want all of the companies and divisions included in 
Anthes and we suspect that some businesses, such as the manufacture 
of cast-iron pipes, forming part of the Anthes Hastern and Anthes 
Western divisions, will be divested in the fairly near future when 
the opportunity presents itself. 


A number of other divestments involved companies operating in 
the United States, which had attracted special attention at the 
time of the initial takeover. Such was the case with the soda- 
fountain dispensing equipment division of the subsidiary Multiplex 
Company, which was sold during the fiscal year ending March 31, 1970, 


at a net, loss after taxes’ of close, to $1 million.) The: next year, 
following Molson's policy of revising its long-term development 
plans when necessary, Anthes also sold its Minnesota Superior 
division, for'.$1.25-mitlion. 


In contrast, the warehousing and transportation Operations, 
in which Molson saw more growth potential, were developed further. 
For example, Seaway Warehousing, which operated only in Montreal 
and. Toronto: at. the, time-of ithe purchase, was expanded through 
acquisitions in Newfoundland, New Brunswick and the western 
provinces. These acquisitions can be considered more or less as 
Capital expenditures, since they were made in order to extend these 
operations over a larger part of the country. The same thing was 
done in the office supplies and equipment sector with the purchase 
of Willson Business Services Limited, which complemented the 
AChLVLELES sot OFGiLCEe Specialty Inc., one of the Anthes companies, 
while at the same time enabling the sector to cover more Canadian 
territory. This was also the case with the Anthes Equipment 
division, which was enlarged through the acquisition of the assets 
of Dalmine Scaffolding Limited in Montreal and Toronto and through 
the purchase of the safety equipment stocks of Dorman Construction 
Accessories Limited of Toronto. 


We should point out that the purchase of Willson Business 
Services by The Molson Companies Limited brought about the repat- 
riation of a Canadian firm that was owned by Boise Cascade, an 
American company. The operations of Anthes Imperial Forms were 
expanded through the construction of new manufacturing plants and 
the purchase of Office Specialty Incorporated. The Bennett Pump 
division, in Muskegon, Michigan, was also enlarged through the 
purchase of all the shares in a British gasoline-pump manufacturing 
firm,:Beck: and Company (Meters) Limited, for $5,039,648.* This 
company had business dealings with the Common Market. Bennett's 
Italian operations had to be abandoned during 1974 owing to the 
unfavorable economic situation in that country. Bennett-Italiana 
S.p.A. had become the sole property of Anthes in 1967, and the Molscn 
Companies Limited developed this line of operations sine Dha lyvatto 
become a wholly integrated manufacturing business. The discontinua- 
tion of this Italian division resulted in an extraordinary Loss oe 
$1 ,0027.000:. 


Profitability .«.The table din Appendix 12 presents some impor- 
tant data with respect to the profitability of Anthes Imperial for 
the three years preceding the take-over and the six fiscal years 
ending March 31 following its acquisition by The Molson Companies 
Limited. 


e ="THIS Drice ane luced $3,737,120 for the actual value of the 
company's assets and $1,302,528 for its Goodwill. 


With regard to sales, the nine-year period under consideration 
was marked by great volatility. Sales rose an average 3% a year, 
Puciepoueonns oltonin«LI66 tochl PSse8emelivon ineLoyse, Inw1972., 
sales fell off by 11.9% while in 1975 they soared by 23.7%. We 
must reiterate that, following the takeover, some or all of the 
assets of a number of companies were sold and certain other firms 
or parts of businesses were acquired in order to consolidate the 
company's operations in a particular field that fit in more suit- 
ably with the aims of The Molson Companies Limited. These pur- 
chases and sales have been described above. 


With respect to the actual profitability of Anthes, as measured 
by earnings per share and the net profit margin in relation to 
sales, both of these items took a downturn, with earnings per share 
dropping from $2.05 in 1967 to $1.14 in 1974, followed, however, by 
a considerable increase in 1975, so that earnings per share reached 
$2.93--a rise of 157%. The profit margin also dwindled gradually, 
but a very impressive 1975 performance was such that this margin 
reached the highest level in the past ten years--5.67%. This was 
also reflected in the rate of return on equity, which reached a 
new level of 22.7% in 1975. 


The dividend paid per common share was increased by Anthes' 
directors during the years preceding the acquisition, but has 
remained unchanged at the annual sum of $0.€8 per share since 1968, 
there being no justification for any subsequent increase in the 
dividend, given the decline in earnings recorded by Anthes. As 
a result, the distribution percentage rose as high as 71.6% in 
1970, when earnings per share fell to $0.95. 


As for Anthes' financing policy, the $15.8 million net increase 
in total assets over the ten-year period was financed by the cash 
flow from the company's regular operations, and, before the take- 
over by Molson, shares were sometimes issued for relatively small 
amounts. Moreover, actual working capital, which stood at $21 
Totiaon 1n 1966, shrank by $9.9 millionsover this period to $11.1 
million in March 1975. Molson withdrew approximately $1,470,000 
a year in dividends on its Class A and B common shares ($0.68 per 
share), or roughly the same dividend Anthes was paying before the 
takeover. 


Potential reduction of competition. "As ‘far as this aspect is 
concerned, we must take into account the fact that at the time of 
its acquisition by The Molson Companies Limited, Anthes had become 
eawiilgnivediversified company in tes Jown wiont.” I our opinion, 1t 
was precisely this acquisition that made Molson a conglomerate. 
When the takeover took place, Anthes was operating in seven indus- 
trial sectors with diametrically opposed activities and generating 
only $104.6 million in overall sales, and the change of ownership 
apparently did not lead to a decrease or to an increase in 
competition, as far aS we can see. 


While the Anthes management group had carried out this 
horizontal and geographical diversification over a number of years, 
a slowdown occurred following the takeover by Molson. Indeed, we 
have already mentioned the divestments carried out by the new 
Management group (Appendix 3). We cannot quote the exact figure, 
but we must point out that most, if not all, of these resales were 
made to corporate interests and not to private interests and that 
a number of these businesses operated and continue to operate at 
a pre niite 


With this relatively low sales revenue and taking into account 
the number of countries in which Anthes was developing its opera- 
tions, we are inclined to believe that the acquisition by Molson 
had no major effect on the competitive climate surrounding these 
various companies. 


Social consequences. Since Anthes has undergone a good number 
of acquisitions and divestitures of businesses, Anthes' employees 
may lack security, knowing full well that the possible sale of the 
company for which they are working will lead sometimes to trans- 
fers and sometimes to dimissals. The Molson Companies Limited makes 
a ‘point of informing “its employees of any coming changes, in terms 
of businesses acquired. As well, as far as possible, officers are 
asked to stay on in the same positions following the purchase, or 
to take identical positions and sometimes higher ones within another 
area of The Molson Companies Limited OFGani zation. Asatoneche 
businesses that have been sold, The Molson Companies Limited main- 
tains that in the negotiations with the purchaser, there were 
specific clauses protecting the employees' salaries and fringe 
benefits. 


Administrative changes. Appendix 13 was drawn up from the 
1968 and 1975 annual reports of Anthes Imperial to show the changes 
in the board of directors and the body of officers over the seven 
years since acquisition. 


Only one of the twelve directors in office in) 19685; DyGn 
Willmot, is currently Sitting on the board of directors. As President 
of Anthes at the time of acquisition, he has been replaced in this 
Position by wa.) Black. 


It 1s important, however, to point out that the board of 
directors of The Molson Companies Limited, made up of fourteen 
directors in 1968, was expanded to eighteen in order to include 
Six of the twelve directors of Anthes. Of this number, two 
are still sitting as directors of The Molson Companies Limited 
(Ete CObey., gan Honorary Director -/andeD. ¢. Willmot, Chairman and 
member of the board of directors). Regarding the Anthes officers 
in 1968, of the eight in office at that time, JB. Jolley; On Che] 
is the only one remaining as Secretary of the Anthes company, and 
apart from Mr. Willmot, who is currently Chairman of the Board of 


The Molson Companies Limited, we do not know where the others are 
at present, since we could not find them on the list of senior 
officers of the companies that make up The Molson Companies Limited. 


Beaver Lumber Company Limited 


Following a thorough study of almost two years' duration 
carried out by its Corporate Development Department, The Molson 
Companies Limited decided to enter the Canadian home improvement 
market, since this sector of retail trade had been successful in 
the United States. The Beaver Lumber Company of Winnipeg was 
identified as the most logical starting point for conquering the 
market, Since this company operated 270 stores and lumberyards in 
Ontario and western Canada, and had an experienced staff and 
managerial team. Molson believed Beaver could be developed to take 
in stores of the type corresponding to the home improvement centre 
concept, which calls for supplying a greater diversity of goods. 
The directors of Beaver Lumber were not very enthusiastic about 
joining Molson and working on this new concept. 


Meanwhile, The Molson Companies Limited decided to undertake 
the purchase of Aikenhead Hardware, a chain of 23 hardware stores 
in Toronto, followed by the acquisition of the shares of two other 
small firms engaged in this type of activity--Warden Lumber Distri- 
butors Limited and Gallander Lumber Company Limited. These last two 
Weresacquirea tor a’ total of $2,300,000. —ihis action did not, 
however, prompt Beaver to accept the offer of The Molson Companies 
Limited. Molson thus decided to make an offer directly to the 
shareholders, who decided for themselves about the validity of 
the idea, as well as the acceptability of the price offered for 
the Beaver Lumber shares. Although recalcitrant at first, the 
directors recommended that the shareholders accept Molson's offer, 
and 99% of all the shares issued were turned over by the share- 
holders. The terms of the offer were as follows: $20.00 plus 
four Molson Class A shares for five Beaver Lumber common or 
Class A shares. 


Given that the Molson Class A share and the Beaver common 
share were trading at prices averaging around $17-1/8 and $14-1/8 
respectively in the days before Molson's offer, the Beaver Lumber 
shareholder could thus obtain the equivalent of $88.50 ($20 in cash 
and $68.50 in Molson shares) for a value of $70.625 in Beaver shares 
(five shares at $14-1/8), which represented a premium of 25%. 
Furthermore, the $17.70 consideration offered for a Beaver share 
exceeded the book value of the share, estimated at $9.75 at 
Becembero st, 1970; ‘by $7. 9541 tor a premium of Sl2, “In° the. 1aght 
of these figures, the price paid to the Beaver shareholders seems 
reasonable to us, and the high percentage of shareholders who 
accepted the offer serves as confirmation. The Molson Companies 
Limited concluded an agreement with Dominion Securities Corporation 
Limited under which the latter, after forming a group of brokers 
would assist Molson to obtain Beaver Lumber shareholder acceptance 


of the offer. Molson paid Dominion Securities Corporation Limited 
a fee of $25,000, plus $0.15 per Beaver share thus exchanged, sub- 
ject to a minimum of $10 and a maximum of $1,000 per Beaver 
shareholder. 


The Beaver Lumber officers and directors joined the new group, 
with the exception of K.C. Kennedy, President of Beaver Lumber, who 
chose to return as an officer of the company- He did, however, 
continue to sit onthe board of directors of Beaver Lumber until 
the summer of 1975. In general, it seems that the majority of those 
who joined Molson at the time of purchase are satisfied with the 
treatment they have received, and with the progress of Beaver 
Lumber within such a short time as an important Canadian 
merchandiser. 


The other acquisitions in the Retail Merchandising Group, such 
as Aikenhead, were not consolidated with Beaver Lumber, and this 
makes a profitability study after the acquisition by Molson that 
much easier. We will try to bring out this aspect in the follow- 
ing section. 


The efforts of the Molson Companies Limited to develop the 
home improvement centre concept have been directed toward setting 
up stores in the major urban markets in Canada, and 53 Home Centres 
have already been opened. The Molson Companies Limited is exploit- 
ing a new concept in merchandising which will, according to the 
company, become a dominant venture within this specialized sector 
in Canada, just as it is a success in the United States. 


Profitability. The chart in Appendix 14 shows. the proliant. 
ity performance of Beaver Lumber over a few years before acquisi- 
tion by the Molson Companies Limited and for the three full years 
following acquisition. We thought it advisable to present a 
comparison using a limited number of statistics, ratios and rates 
of variation, so as not to burden our study with financial state- 
ments that would not add much to a clear understanding of the 
company and its development following Molson's acquisition of 
control in November 1971. 


Upon reviewing these data, the most striking facts are, first 
of all, that the company achieved a very impressive rate of growth 
in sales over the three years following the year of acquisition. 
Yet after reaching a high level of profitability during the year 
ending March 31, 1973, the company saw a sharp decline in profits, 
and a substantial deficit was registered in 1975. This situation, 
which is contrary to the normal one wherein increased profitability 
follows great increases in sales, is explained by high pre-opening 
and opening expenditures incurred by the firm in establishing the 
new concept of home improvements centres in Canada, as we explained 
above. Another factor in this lamentable profitability performance 
was the fall in the price of lumber during the fiscal year ending 
March 31, 1975, which was behind a very large part of the deficit 
incurred. 


Secondly, the assets of the firm increased significantly, 
Scmenentaoned sabove, cLom 245.3 million 1181971 to’ $116.2 million 
in 1975. This shows the extent of the investments made by the 
company in setting up the 51 Home Centres in operation at March 
31, 1975. The sums spent on fixed assets were obtained through 
plowing back the accumulated working capital, which was $24.2 
million at December 31, 1970, and through an issue of 4,000,000 
common shares, by which it drew $55 million from the parent com- 
Danvyeu aa scontribution is shown ain the ‘capital stock ‘account, 
which increased by an identical amount during the fiscal year 
endingeManch 317721975. 


Ponies Ghat eyenciangeswangsenplovee: relations. 9 nm Appendix 


15, we have submitted the list of the officers and directors of 
Beaver Lumber Company Limited at two different dates--the end of 
Wi eitches time «of acquisition), and. the send of March, 1975--in 
order to point out the changes made by The Molson Companies Limited 
to the administration of the Beaver Lumber Company Limited. We 
note that the number of directors decreased from nine to three, 
which is the minimum required by the Companies Act. These three 
directors are all active officers in the parent company, which 
means that all of the directors chose to resign in the three years 
following acquisition. Of the five officers active at the time of 
purchase, three are still among the twelve on the list of officers. 
K.C. Kennedy, President at the time of purchase, was replaced by 
David Lakie, but sat as a director until 1974, when he chose to 
retire. C.A. McLeod, the Assistant Secretary-Treasurer, left to 
accept an. offer from another employer. 


pe eeCuuON COMDeCE NEON WP TOube rable LoOranaly ze tne positive or 
negative effect on competition of the purchase of Beaver Lumber by 
The Molson Companies Limited, it is necessary to know the nature 
of this firm's operations in 1971. That year, Beaver was operating 
260 building material stores, of which 86 were in Ontario, 41 in 
Manitoba, 59 in Saskatchewan, 63 in Alberta, and 11 in British 
Columbia. In our opinion, the building material industry is 
extremely fragmented throughout the country: hardware stores, 
department stores and lumber retail outlets are three types of 
organizations that sell the wide range of durable goods that Beaver 
Lumber was selling in 1971 and is still selling. We do not think 
that Molson's acquisition of this company has reduced competition 
to the extent of having a damaging effect on this specialized 
sector of the economy. 


SOGval, Consequences. since, the purchase, many small, stores 
(we estimate 70) have closed, but 53 spacious Home Centres have 
opened, more than making up for the layoffs that may have resulted 
from closing the less profitable stores, as shown by the number of 
employees--3,099--working in the Retail Merchandising Group. Yet 
eRisitigure: Of..4,,099, at. March, 319.1975 25 4% smaller than :the 
3,251 employee figure of the previous year. 


The last annual report of The Molson Companies Limited mentions 
that eight marginal Beaver units in small centres and four Aikenhead 
Hardware stores were closed during the fiscal year ended March 31, 
1975, but that altogether retail store space was increased by 25%. 
It is unfortunate.that the employment provided by these marginal 
stores in small centres was eliminated, but on the other hand, new 
modern stores are replacing obsolete facilities when economies of 
scale permit, as was the case in 1974 in Lindsay, Ontario, and Red 
Deer and Leduc, Alberta. 


Formosa Spring Brewery Ltd. 


Before it undertook to purchase the assets of Formosa Spring 
Brewery Ltd., located in Barrie, Ontario, Molson was operating a 
brewery in Toronto that had an annual production Capacity of two 
million barrels. The company was anticipating that it would have 
to double its production capacity to meet the need of the growing 
Ontario market, after which any additional expansion of the factory 
would be difficult, if not impossible, for lack of available land 
around the brewery. Molson was planning to build a second brewery 
in the more distant future, but the site had not yet been chosen 
when the possibility of acquiring Formosa Spring Brewery arose. 


In the current inflationary situation, the directors knew that 
the cost of building a new plant, or expanding the Toronto plaverco 
increase its production capacity, would be higher than the price 
being asked for the assets of Formosa Spring Brewery. The price 
paid was $27,764,000, that is, $24,264,000 for the tangible assets 
at fair value and $3,500,000 for the intangible assets. The amount 
of $4,723,000 was paid in cash from the working capital, and a note 
for $23,041,000 at 9% interest and payable over the next 15 years 
was issued. This action represented the acquisition of future 
production capacity at a historically low price, and a number of new 
beer brands were obtained, including Oktoberfest, Diamond Lager, 
Club Ale and Keg Ale. These brands did not interest The Molson 
Companies Limited, however. Its objective had been to find a way, 
quickly and concretely, to meet the need for increased production 
Capacity. 


Molson stated that it was unable to hire the whole sales group 
of Formosa Spring Brewery because Ontario law prohibits any beer 
company from having more than a certain number of salesmen in the 
province. All the other staff was kept in Molson's service, which 
meant that these persons were able to move about within a profitable 
firm. Another important fact to be mentioned is that this acquisi- 
tion meant the repatriation of assets that had been the property of 
an American company, Benson and Hedges (Canada) Limited, a subsidiary 
OF ‘Philip Morris. 


Profitability analysis. Such an analysis cannot be carried Out, 
Since it was the assets and not the company of Formosa Spring Brewery 
as such that were acquired. We know that Formosa Spring Brewery was 
Operating at a deficit, and at less than 50% of its total capacity, 


SEA ee 


before the assets were sold to Molson. Even if the pre-acquisi- 
tion data were available, they would probably not be usable for 
purposes of comparisons with the post-acquisition results, because 
alterations were made. The Molson Companies Limited uses this 
brewery to produce its own products, and some Formosa Spring Brewery 
products have been eliminated, while others have been retained, 
although not advertised or promoted in any way by Molson. Even so, 
the only thing we can state positively is that The Molson Companies 
Limited is making better use of the assets acquired than Benson and 
Hedges did, because the officers of The Molson Companies Limited 
have assured us that the brewery in Barrie, Ontario, is being used 
more than it was at the time of acquisition, without any reduction 
in the use of the main brewery in Toronto. 


Effect on competition. The brewing industry in Canada is 
nothing short of an oligopoly, with only six companies in competi- 
tion. The acquisition of Formosa Spring Brewery by Molson resulted 
in the elimination of one of the eight competitors in the industry, 
while the purchase of Labatt of Columbia Brewing Company Ltd. ain 
British Columbia eliminated another. There are now only three small 
beer producers in the country, and their share of the market is 
negligible, scarcely 3%. We expect that these will eventually 
disappear, in view of their small size, which does not afford them 
the economy of scale sometimes required to reach an adequate level 
CE eprouLtab mi ty. 


Some of the Formosa Spring brands were very popular, and Molson 
is surprised at how strongly they are holding their own in spite 
of the total lack of advertising. The Molson Companies Limited is 
not promoting the Formosa Spring Brewery products because it does 
not care about keeping up these brands. The productive physical 
assets were what interested Molson in the purchase. The fact 
remains that the industry is highly concentrated and that the 
number of competitors has been further reduced. 


In our opinion, the acquisition of Formosa Spring Brewery 
increased Molson's share of the market by about 1.5 to 2%. Such 
an increase, when three competitors already shared almost 93% 
of the market, may have done more to reduce potential competition 
than Molson's acquisition of one or two of some 1,600 furniture 
manuracturers in. the country. 


Administrative changes and social consequences. Given the 
nature of the transaction, that is, the acquisition of assets rather 
than shares, the senior officers were not invited to join, Molson, but 
we assume that the majority of the production employees remained, 
since production at the plant increased after the purchase by Molson. 


ll. ANALYSIS OF INVESTMENTS 


Minority interests and investments are sometimes a prelude to 
more elaborate acquisitions. We have dealt with the minority in- 
terests found within each of the four operational divisions of The 
Molson Companies Limited in a previous section. Besides the com- 
panies that are not wholly owned by Molson or its subsidiaries, 
there are a certain number of investments, with a value of 
$9,710,000 on the balance sheet at March 31, 1975. These invest- 
ments break down as follows: 


Mortgages and loans, at cost $2,787,000 
Investments, valued on an 

equity basis 3,480,000 
Other investments, at cost 3,443,000 


$9,710,000 


These investments include marketable shares carried at 
$4,397,000. at. March, 31, 1975... At the end of .the fiscal year 1075) 
investments in marketable shares came to $7,155,000,. and we, believe 
that the decline relates to the resale of the investment in Maple 
Leaf Mills Limited. The investment had been made for the purpose 
of acquiring full ownership of this company, but the plan had 
failed. The company began to invest in Maple Leaf Mills in 
December 1969, and when it sold its investment in June 1974, it 
owned a total of 118,765 shares in this company. It is estimated 
that The Molson Companies Limited, which was competing with Neonex 
International Ltd. for the acquisition of Maple Leaf Mills, got 
back its investment. From August 1959 the company was also in- 
terested in purchasing Canada Malting Co., Limited shares, and in 
June 1974 it held 96,442 shares in this company, representing 10% 
of the shares issued. The objective of this investment was to 
ensure that Canada Malting would supply Molson with malt and barley 
in sufficient quantities. (Labatt also holds 10% of the shares in 
Canada Malting.) As a general rule, the officers of The Molson 
Companies Limited prefer not to divulge the details of the invest- 
ment accounts found on the balance sheet. 


12. SUMMARY 


More than 190 years old, The Molson Companies Limited, whose 
Main activity is the production and distribution of beer, began 
a program in 1967 to diversify its operations through acquisitions, 
chiefly in order to reduce the importance of beer in the company's 
overall profitability. Beer still forms the cornerstone and chief 
naison d'étre of The Molson Companies Limited, contributing 48% 
of its sales in 1975, but retail merchandising will gain in im- 
portance year by year as an area of growth. Petroleum marketing 
aS well as commercial products and services are the other two spheres 
of activity The Molson Companies Limited is engaged in. 


In our opinion only four of the numerous acquisitions made by 
The Molson Companies Limited hold special interest for the Royal 
Commission on Corporate Concentration. Vilas Industries Limited 
was Molson's first acquisition for horizontal diversification 
purposes; Anthes Imperial and Beaver Lumber, being public companies, 
were very significant acquisitions; and Formosa Brewery, whose 
assets were purchased by Molson, disappeared as one of the few 
competitors in the brewing industry, while at the same time these 
assets, previously held by an American company, were repatriated. 


The administrative philosophy of The Molson Companies Limited 
is oriented toward decentralization of decision-making powers, and 
we believe that labor relations between the company and its union 
and non-union employees are favorable, except for the prolonged 
conflict affecting its furniture -factory in Cowansville, Quebec. 


Seeing the change in capital structure from 1968, when there 
was no long-term debt, to 1975, when a long-term debt comprised 
36.2% of the structure, and studying the unenviable record of 
growth in earnings, the shareholders wonder about the future profit- 
ability of this company with its many subsidiaries that are engaged 
in a variety of activities and thus make it a conglomerate. 


It is probably accurate to say that The Molson Companies Limited 
is aware of its social role, as well as of its economic role as a 
corporate element of the Canadian economy. Its actions to combat 
pollution, its donations and its participation in community initiatives, 
demonstrate this awareness. 


The Molson Companies Limited is now in the second stage of its 
existence. The chief challenge it faces is to bring about a return 
to a normal level of profitability, this time on the basis of its 
current orientation since 1967 as a company with a variety of 
divisions. 
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MOLSON BREWERIES 
OF CANADA LIMITED 
Federal Company 


MOLSON'S WESTERN 
BREWERIES LIMITED 
Federal Company 


Owned ..........--- 


..... 100% .... 100% 


SICKS’ LETHBRIDGE 
BREWERY LIMITED 


MOLSON NEWFOUNDLAND 
BREWERY LIMITED 


Newfoundland Company Alberta Company 


MOLSON'S BREWERY 
(ONTARIO) LIMITED 
Ontario Company 


Owned ...._......-...... 1OO% 


MOLSON BREWERY 
BC. LTD, 
B.C. Company 


Owned 


- 100% 


MOLSON'S BREWERY 
QUEBEC LIMITED 
Quebec Company 


Owned 22s _ 100% 


MOLSON ALBERTA 
BREWERY LTD. 
Alberta Company 


Owned ane LOO% 


MOLSON (QUEBEC) 
LIMITEE 
Quebec Company 


MOLSON SASKATCHEWAN 
BREWERY LTD. 
Saskatchewan Company 


Owned 100% 


Owned .................... 1OO% 


MOLSON BREWERY 
MANITOBA (1974) LTD. 
Federal Company 


MOLSON LEVIS LTEE. 
Quebec Company 


MOLSON GASPESIE 
LTEE 
Quebec Company 


MOLSON BAIE 
COMEAU LTEE 
Quebec Company 


MOLSON LACHUTE LTEE 
Quebec Company 


OWNED oo. ceeeree ee, LOO% 


MOLSON (SHERBROOKE) 
LIMITEE 
Quebec Company 


MOLSON ST-HYACINTHE 
LIMITEE 
Quebec Company 


Owned! 2 nce.s 100% 


MOLSON VAL DOR 
LIMITEE 
Quebec Company 


MOLSON SEPT-ILES 
LTEE 
Quebec Company 


BUISSON-LACHAPELLE 
INC 
Quebec Company 


DUGRE & COTNOIR 
ETEE 
Quebec Company 


OWNED) 22 ee sccteccsiee 


ROBERT NOEL LIMITEE 
Quebec Company 


OWED esas eeeeesscenset 100% 


THE 
MOLSON COMPANIES 


LIMITED 
Federal Company 


ANTHES IMPERIAL 
LIMITED 
Federal Company 


BENNETT PUMP INTER- 
NATIONAL CORPORATION 
Delaware Corp. 


BENNETT PUMP PAN 
AMERICAN CORPORATION 
Delaware Corp, 


JOHN WOOD 
INTERNATIONAL, S.A. 
Panamanian Company 


PANLICE B.V. 
Dutch Company 


MOLANTH HOLDING 
MAATSCHAPPIJ B.V 
Dutch Company 


HOCKMAN-LEWIS LTD. 
Delaware Corp, 


BENNETT PUMP SOUTH 
AFRICA (PTY) LTD 
South African Company 
Owned 
Molanth 
MARTLET IMPORTING 
CO. INC 
New York State Corp. 


OWINEG) Sevexcace-cctcors . 100% 


THE RAINIER 
COMPANIES INC 
State of Wash. Corp 


BENNETT & SAUSER 
A. G 
Swiss Company 


RAINIER BREW!NG 
COMPANY 
State of Wash. Corp 


RHEINLANDER BREWING 
co. 
State of Wash. Corp. 


RAINIER WESTERN, INC, 
State of Wash. Corp, 


ROBERT MONDAVI 
VINEYARDS, INC. 
California Corp. 


Owned 
Rainier Companies 

-- 43.75% 
Rainier Western...56.25% 


ROBERT MONDAV! 
WINERY 
California Corp 


Ownlediy, - pee 2 5O%, 


30: i= 


JOHN WOOD 
COMPANY LIMITED 


Federal Company 


INDUSTRIAS GUILLERMO 
MURGUIA, S.A. 
Mexican Company 


nadcacaeaclaien 30.25% 


BECK & CO 
(METERS) LIMITED 
U_K. Company 


Owned .................-... 1OO% 


TUSCAN ENGINEERING 
COMPANY LIMITED 
U.K. Company 


BENNETT PUMP LIMITED 
U.K. Company 


BECK & CO. (N.Z.) 
LIMITED 
New Zealand Company 


PUMP MAINTENANCE 
LIMITED 
U.K. Company 


PUMP MAINTENANCE 
(OVERSEAS) LIMITED 
U.K. Company 


PUMP MAINTENANCE 
(NEW ZEALAND) LIMITED 
New Zealand Company 


PUMP MAINTENANCE 
(NIGERIA) LIMITED 
Nigerian Company 


Owed ones ees 60% 


ANTHES EQUIPMENT 
LIMITED 
Federal Company 


MIDWEST PHARMA- 
CEUTICALS LTD 
Manitoba Company 


SEAWAY CARTAGE LTD 
Quebec Company 


Owed: ont 


100% 


SEAWAYIMIDWEST LTD 
Ontario Company 


Owned haecee exes... 100% 


PITTMAN TRANSPORT 
LIMITED 
Newfoundland Company 


OFFICE PLANNING 
SERVICE LIMITED 
Ontario Company 


OWE sincccseseceans 


.. 100% 


ANTHES BUSINESS 
FORMS LIMITED 
Ontario Company 


Owned 


.... 100% 


VILAS INDUSTRIES 
LIMITED 
Federal Company 


ESA. (CANADA) 
LIMITED 


Federal Company 


MOYER VICO LIMITED 
Ontario Company 


Owned .... 100% 


DELUXE HOLDINGS 
LIMITED 
Ontario Company 


ONNG dpe Se 


. 100% 


DELUXE UPHOLSTERING 
LIMITED 
Ontario Company 


CW. HENDERSON 
CARTAGE LIMITED 
Ontario Company 


Owned .................... 100% 


C-N-W LEASINGS 
LIMITED 
Ontario Company 


WILLSON OFFICE 
SPECIALTY LTD 
Federal Company 


BEAVER LUMBER 
COMPANY LIMITED 
Federal Company 


BEAVER LUMBER 
ACCEPTANCE 
CORPORATION LIMITED 
Federal Company 

Owned 


EVANS & KERT, LIMITED 
Federal Company 


HANDYMAN ELECTRIC & 
PLUMBING SUPPLY, LTD 
B.C. Company 


BEAVER HANDYMAN LTD 
LE CASTOR BRICOLEUR 
LTEE 

Federal Company 


AIKENHEAD HARDWARE 


LIMITED 
Ontario Company 


HOBBS HARDWARE CO 
(1968) LIMITED 
Ontario Company 


SAVEWAY LUMBER & 
BUILDING SUPPLIES LTD 
Ontario Company 


COMPANIES 


AE 
MOLSON 


CORPORATE 
STRUCTURE 
AS AT 
OCTOBER Ist 
1975 

LIMITED 


APPENDIX 


CURLEW INVESTMENTS 
LTD 
Quebec Company 


OWNEG: cateceeceta es 


KIPLING PROPERTIES 
LIMITED. 
Ontario Company 


279906 ONTARIO 
LIMITED 
Ontario Company 


MOLSON COMPANIES 
DONATIONS FUND 


Federal Non-Profit 
Corporation 
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APPENDIX 5 


THE MOLSON COMPANIES LIMITED 


AND RESPECTIVE MARKETS 


Brand 


Molson Canadian Lager 


Molson Export Alo 


Lethbridge Lager Beer 
Lethbridge Pilsner 

Lethbridge Malt Liquor 
Lethbridge Royal Stout 


MAIN BRANDS OF BEER 


Edmonton Export Lager Beer 


Molson Golden Lager 
Royal Stout 


Imperial 
Old Style Beer 


Molson Stock Ale 
Frontier Beer 


Frontier Stout 


Diamond Lager Beer 
Club Ale 

Festival Lager Beer 
Molson Cream Porter 
Oktoberfest 

Keg Ale 

Molson Golden Ale 


Laurentide 
Brador Malt Liquor 


Molson Cream Porter 


Molson Golden Lager 
Pilsner Beer 


Bohemian Lager Beer 


India Beer 


a O Lae 


Market 


Canada 


Canada 


Alberta 
Alberta 
Alberta 
Alberta 


Alberta 
Alberta 
Alberta 
Alberta 


British Columbia 


Manitoba 
Manitoba 


Manitoba 


Ontario 
Ontario 
Ontario 
Ontario 
Ontario 
Ontario 


Ontario and Quebec 


Quebec 
Quebec 


Quebec 


Saskatchewan 
Saskatchewan 


Saskatchewan 


Newfoundland 


APPENDIX 6 


THE MOLSON COMPANIES LIMITED 


BREWERIES 

Location Annual Capacit 

(000 barrels) 
Si. -vonn ss Newfoundland 150 
Montreal Quebec 2,200 
Toronto Ontario 2,200 
Barrie Ontario 700 
Winnipeg Manitoba 220 
Regina Saskatchewan 160 
Prince Albert Saskatchewan 200 
Lethbridge Alberta > 450 
Edmonton Alberta 150 
Vancouver British Columbia 500 
6730 


PUT se ards 


APPENDIX 7 


THE MOLSON COMPANIES LIMITED 


100,000 shares and over 
107 0002 — 007-000 
0002 LOR000 
1,000 and under 


Canadian 
Institutions 
Others 


Foreign 
Institutions 


Others 


Foreign 

Yukon and Northwest 
Territories 

Newfoundland 

Nova Scotia 

New Brunswick 

Prince Edward Island 

Quebec 

Ontario 

Manitoba 

Saskatchewan 

Alberta 

British Columbia 


SHAREHOLDERS 


Shareholders 
SOL 
Number Total 
19 Ofek 
T59 tha 
1030 7.6 
ee BOA Oi Iyer 
LIe529 L000 
So? 6 
10,068 14.4 
DSi 2oS 99:0 
50 0.4 
224 6 
24 Zia 
Las 29 LOO 
274 2 
3 = 
46 - 
264 2 
ies ; 
14 - 
3,546 26 
526277 42 
514 4 
447 3 
1,095 8 
53.6 Me: 
137529 LOO-0 


GAC 


Shares 


Number 
57359, 000 
3,889,346 
2,423,744 
2016 oo 
eS eek Bree) 


TOF elo 
6,009,900 
U3 099; 050 


we pe) oe 


48,477 
92,044 
OVO SO 


92,044 
96 


S750 
206,680 
37,010 
Tipe Oe 


6,400,258 
Le Pl ress) 


643,120 
25.017006 
SPA Sy are 


600,678 
dE oe MI ei 


APPENDIX 8 


THE MOLSON COMPANIES LIMITED 


DIRECTORS AND THEIR AFFILIATIONS, MARCH 1975 
Fe a ae Pe ed 


AIRD, Hon. John Black, Q.C., Senator 


Partner, Aird, Zimmerman & Berlis; chm. Algoma Central Railway; vice chm. Reed 
Shaw Osler Ltd.; dir. of: American Metal Climax, Inc., The Bank of Nova Scotia, 
Canada Tungsten Mining Corp. Ltd., Consolidated-Bathurst Ltd., Dominion Glass 
Co. Ltd., The National Life Assurance Co. of Canada, Pacific Atlantic Canadian 
Investment Co. Ltd., Rolland Paper Co. Ltd.; chm., (Canadian section) Canada- 
United States Permanent Joint Board on Defense; trustee, The Hospital for Sick 
Children 


ALLEN, William R.,O.C. 


press the Dominion Realty Col 'Ltd.; dir, cfs Air ‘Canada, ‘Canada Security 
Assurance Co., Norwich Union Fire Insurance Society Ltd., Norwich Union Life 
Insurance Society; gov. of: York University, St. Michael's Hospital. 


BLACK, James Thompson, C.A. 
Dir. of: Junior Achievement of Canada. 
COVERT, “rank Manning, O.B.B.,)D.F.C., 0.€. 


Partner Stewart MacKeen & Covert; chm. and pres. Ben's Holdings Ltd.; pres. of: 
The Great Eastern Corp. Ltd., Maritime Paper Products Ltd., Ben's Ltd.; asst. 
sec. and dir. Maritime Steel and Foundries Ltd.; dir. of: IAC Limited, Petro- 
fina Canada Ltd., Phoenix Assurance Co. of Canada, The Royal Bank of Canada, 
National Sea Products Ltd., Minas Basin Pulp & Power Co. Ltd., Canadian Keyes 
Fibre Co. Ltd., Sydney Engineering & Dry Dock Co. Ltd., Home Care Properties 
Ltd., Eastern Telephone & Telegraph Co., Acadian Lines Ltd., Lindwood Holdings 
Ltd., Maritime Accessories Ltd., Bowaters Mersey Paper Co. Ltd., Standard Brands 
Ltd., Trizec Corp. Ltd., Canning Investment Corp. Ltd., Sun Life Assurance Co. 
of Canada; mbr. bd. of gov., Dalhousie University. 


FRANKENHOFF, William Pollner 


Dir., Dexter Corp., William E. Hill & Co. Inc., Weil-McLain Co. Inc., Roanwell 
Corps, *Kenite’Corp. 


HARVIE, Donald Southam 
Sr. vice pres. and dir. Petrofina Canada Ltd.; dir. of: Bank of Montreal, 


Standard Life Assurance Co.; chm. and chief exec. officer of: Devonian Group 
of Charitable Foundations, Glenbow Investments Ltd,} gov. Heritage Canada. 


APPENDIX 8 


THE MOLSON COMPANIES LIMITED 


DIRECTORS AND THEIR AFFILIATIONS 
(Continued) 


LADNER, Thomas E., Q.C. 


Partner Ladner Downs; dir, of: Anglo Canadian Shipping Ltd., Canada Permanent 
Mortgage Corp,, Canada Permanent Trust Co., Rayonier Canada Ltd., Confederation 
Life Insurance Co., Jones Tent & Awning Ltd., Steetley Industries Ltd., Hastings 
West Investment Ltd., Finning Tractor & Equipment Ltd., Dillingham Corp. Canada 
Ltd., Tomenson, Saunders, Whitehead Ltd,, Warley Canada Ltd., Western Canada 
Steel Ltd., Westview Investment Corp. Ltd., Wire Rope Industries Ltd. 


LETOURNEAU, Roger, Q.C., LL.D. 


Sr. partner, Letourneau, Stein, Marseille, Delisle & LaRue; vice pres. and 
dir. Bank of Montreal; dir. of: Petrofina Canada Ltd., Domtar Ltd., The Price 
Co. Ltd., Consumers Glass Co. Ltd., Mattagami Lake Mines Ltd., Tele-Capital 
Ltd., J.E. Livernois Ltée, Three Rivers Elevators Ltd., Treco Inc., mbr. 
Quebec advisory bd., The Royal Trust Co. 


McCAUGHEY, A.G. 

Senior vice president, finance. 

MOLSON, E.H. 

Dir. of: Brewers' Warehousing Co. Ltd. 


MOLSON, Hon. Harland de Montarville, 
OO. BiSiepcs Ad tkwOs ee. D-e.Soe hom), 
LL.D A hon.) oe DaC. Lb, hora) 


Vice pres. and dir. Bank of Montreal; dir. of: Sun Life Assurance Co. of 
Canada, Canadian Industries Ltd. 


PLOURDE, Gerrard, B.A., M.Comm, 

Chm. and chief exec. officer, UAP Inc.; vice pres. and dir. of: Alliance Cie 
Mutuelle d'Assurance Vie, The Toronto-Dominion Bank; dir. of: Anglo-French 
Drug Co. Ltd., Bell Canada, Editions due Renouveau. Pedagogique Inc., Gulf Oil 
Canada Ltd., Northern Electric Co. Ltd., Rolland Paper Co. Ltd., Steinberg's 
Ltd.; pres. Hopital Notre Dame. 


RILEY, John Derek, C.A. 
Pres. Dominion Bronze Ltd.; dir. of: The Canadian Indemnity Co., Federal 


Industries Ltd., Indal Canada Ltd., United Canadian Shares Ltd., White Pass and 
Yukon Corp. Ltd. 


THE MOLSON COMPANIES LIMITED 
DIRECTORS AND THEIR AFFILIATIONS 
(Continued) 
STEWART, Peter B. 
Dir. Wm. B. Stewart & Sons Ltd. 
WHITMORE, Norman E. 


Pres. Wascana Investments Ltd.; dir. of: Canadian Pacific Ltd., Regina Land 
Development Co. Ltd., Canada Permanent Mortgage Corp. 


WILLMOT, Donald G. 


Pres. Rendellhall Investments Ltd.; dir. of: The Bank of Nova Scotia, The 
Crown Life Insurance Co., The International Nickel Co. of Canada, Ltd., Hayes 
Dana Ltd., The Ontario Jockey Club, Texaco Canada Ltd.; mbr. exec. council, 
The Canadian Manufacturers' Assoc.; gov. Ridley College. 
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APPENDIX 11 APPENDIX 11 


VILAS INDUSTRIES LIMITED 


BOARD OF DIRECTORS, 1967 AND 1975 


July 2171967 W.G. Bacon 
R.E. Clinche 
Daniel Doheny 
E.F. Flegg 
J.E. Lawrence 
L.S. Lee 
J.I. Mark 
D.J. Morrison 
D.C. Rotrey 
J.W. Sharp 
R. St-Pierre 


J.K. Stephenson 


November 7, 1975 Cuke COOK 


J.P.G. Kemp 


G.L. Townsend 
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APPENDIX 13 


Directors, 1968 


H.N. Bawden* 


T.S. Drake* 


Cab. Hiv 
Gebers anad 
D. Lakie 


E.H. Orser* 


F.H. Sobey 


Getls. LnNOMSOn,) O.C. 


ANTHES IMPERIAL LIMITED 


Director, Dominion 
Securities Corp. Ltd., 
TOLONtO,, Oni. 


Vice President, Corporate 
Planning,’ Toronto, Ont. 


Chairman of the Board, 
Bele TOOLS baw, 
St. Catharines, Ont. 


Chairman of the Board, 
Isard, Robertson and 
€o. Ltd. = London ..0nt. 


Vice President, Toronto, 
One. 


Vice President and 
Treasurer, Toronto, Ont. 


Chairman of the Board, 
Sobeys Stores Limited, 
Stellarton, N.S. 


Partner, Miller, Thomson, 
Hicks, Sedgewick, Lewis 
& Healy, Toronto, Ont. 


Hon. G.S. Thorvaldson,Partner, Thorvaldson & 


ee. 


J.C. Wallace 


G.B. Waterman 


D.G. Willmot* 


Company, Winnipeg, Man. 


Senior Vice President, 
John Wood Company, 
East Orange, N.J. 


Vice President, Toronto, 
Ont. 


President, Toronto, Ont. 


* - Member of the Executive Committee 


DIRECTORS AND OFFICERS, 1968 AND 1975 


Drrectors, 12075 


Pat Sbacr 
J5B."JoOULey, OC. 
J.P.G. Kemp 

D.G. Willmot 


Toronto 
Toronto 
Toronto 


Toronto 


Officers, 1968 


D.G. Willmot 


Poo Drake 


D. Lakie 


Hel. Orsexr 


eel, GSrebkeleie 


G.B. Waterman 
J.B. Jolley 


M.C. Payne 


ANTHES IMPERIAL LIMITED 


DIRECTORS AND OFFICERS, 1968 AND 1975 
(Continued) 


OBeicers. 19 15 


President Jele BLACK President 
Vice President, J.G. Kemp Vice President 
Corporate Planning 
A.G. McCaughey Vice President 
Vice President 
Seb mrOLLeye, (Osc. Secretary 
Vice President and 
Treasurer I.M. Young Treasurer 


Vice President, 
Industrial Relations 


Vice President 
Secretary and Counsel 


Assistant Secretary- 
Treasurer 
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BEAVER LUMBER COMPANY LIMITED 


FINANCIAL DATA, 1969-75 


3 mos. ended 


Deas, Si, DAS5. 215, Dec. 31, Mise, Sil Mane eS, Mareen ol, Weber Sib, 
1969 1970 OMe LOP2 L973 1974 1975 

Sales ($000) Soy 2 137,000 88,338 15,460 105,260 146,258 ISH , S57 
Per cent change = -8.4 412.5 N/A ap ey 2 ay ok8} oS, + 24.0 
Earnings before taxes 

($000) 6,696 57099) 67336 G7al 7,018 4,141 (537.319) 
Net earnings ($000) B7i225 2,432 2/8, 361 3,796 Sow) (27555) 
% of sales 3.76 Speak segs) DESS Stent aye) -1.41 
Earnings per share (S$) Ong 0.74 Ong2 ORO Hes iis} 0.74 (0.78) 
Per cent change - =) a7? + 24.3 N/A a A550 = 3 Sri N/A 
Dividends on common 

stock ($000) DOO IL SSS) 1,574 401 ik 5GOS i608 1,603 
Dividend per share (S$) 0.50 0.50 0.50 Ons 0.50 0.50 O22 
Distribution of 

dividends (3%) 50 OW iD 54:3 WAS 43.4 onl. > 
Total assets ($000) 40,511 41,011 45,334 44,852 67,494 104,580 M67 249 
Shareholders' equity ($000) 30,574 SH BIOS: 33,496 Boh fi Si 35,784 36,226 86,845 
Ratio of sales to share- 

holders' equity 2.80 Powis} 0) 263 2.94 4.04 2209 
Return on equity (%) ORS WAM 8.9 10.6 6.9 -2.94 
Common shares outstanding 

(090) 35.138 Da suey" 37, 189 3,206 3,206 3,206 Lip 206 

NOTES: 


1. The accounts of all the subsidiaries--that is, Beaver Lumber Acceptance, Handyman Electric and Plumbing Supply 
Limited and Le Castor Bricoleur Ltée.--have been included. The accounts of Beaver Lum.er Acceptance are carried 
on the "equity" method; that is, Beaver Lumber's equity in Beaver Lumber Acceptance appears on the consolidated 
balance sheet for Beaver Lumber Company Limited, and the net earnings of this subsidiary appear as a separate 
entry in the body of the consolidated statement of earnings for Beaver Lumber Company Limited. This method of 
carrying the accounts of Beaver Lumber Acceptance Corporation was used until March 31, 1973, when the method of 
total consolidation--that is, including all the accounts of this subsidiary with those of Beaver Lumber Company 
Limited--was adopted. This change in the method of consolidation does not create any major discrepancy in the 
figures or indices given in the preceding table, and does not affect the comparison of data of one year with 
another. 


2. During 1972, the date for the end of the financial period of The Molson Companies Limited was changed from 
December 31 to March 31 to correspond with the fiscal year. For this reason, the figures for 1972 cover 
only a 3-month period, from January 1, 1972 to March 31, 1972. 


3. The percentages of change for the year ended March 31, 1973 are calculated by comparison with the year ended 
December 31, 1971. 
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BEAVER LUMBER COMPANY LIMITED 
pl se st aati some wack eat ie le Dh 7 ele Rete Lan aheeal 


DIRECTORS AND OFFICERS, 1971 AND 1975 
al ee eee ee 


Directors, 1971 Directors, 1975 

H.B. Gourley Winnipeg J¢ Ts. Black Toronto 
R.H.G. Harman Victoria David Lakie Toronto 
K.C. Kennedy Winnipeg A.G. McCaughey Ta ronto 
Gordon Lawson Winnipeg 

K.A. Mitchell Winnipeg 

T.O. Peterson Winnipeg 

Tf. Bruce Ross Winnipeg 

C.GsromLch Winnipeg 


C.M. Willoughby Regina 


Officers, 1971 Officers, 1975 
K.C. Kennedy President Jc he. Black Chairman of the Board 
K.A. Mitchell Vice President and David Lakie President 

Ge LM : : 3 

mes parkcren A.L. Keyworth Executive Vice President, 
Ontario Division ; 
Operations 
A.G. Gemmell Vice esi ; ‘ 2 ; 
Senay ede K.A. Mitchell Senior Vice President, 


General Manager, 


eae tore Operations 
Western Division Stor pera 


W.T. Cummings Secretary-Treas cern EOU EE Ue ree Car 
Se g rY eke Distribution Services 
C.A. McLeod Assistan e - ; : 
Sen Oeecrs A.G. Gemmell Vice President and 


tary Treasurer 
Y General Manager, 


Western Division 


R.F. Knowles Vice President, Personnel 

B.E. Smith Vice President, Admin- 
istration 

D.K. Wilson Vice President, Marketing 

W.T. Cummings Secretary-Treasurer 

J.B. Jolley Assistant Secretary- 
Treasurer 

R.G. Lothian Assistant Secretary- 
Treasurer 
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